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FRESH  CUT  FLOWERS  AND  FRESH  CUT 
GREENS  PROMOTION  AND  INFORMATION 
ACT  OF  1993 


WEDNESDAY,  MAY  12,  1993 

House  of  Representatives, 
Subcommittee  on  Specialty  Crops 

AND  Natural  Resources, 
Committee  on  Agriculture, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1:10  p.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Charlie  Rose  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representatives  Baesler,  Thurman,  Stenholm,  Peterson, 
Lewis,  Kingston,  Goodlatte,  and  Pombo. 

Also  present:  Representative  E  (Kika)  de  la  Garza,  chairman  of 
the  committee. 

Staff  present:  Glenda  L.  Temple,  clerk;  Keith  Pitts,  Xavier 
Equihua,  and  Stacy  Steinitz. 

Mr.  Rose.  The  Subcommittee  on  Specialty  Crops  and  Natural  Re- 
sources will  please  come  to  order. 

The  purpose  of  this  hearing  is  to  consider  H.R.  1738,  the  Fresh 
Cut  Flowers  and  Fresh  Cut  Greens  Promotion  and  Information  Act. 
The  bill  was  introduced  by  the  ranking  minority  member  of  this 
subcommittee,  the  gentleman  from  Florida,  Mr.  Lewis,  and  before 
I  make  my  opening  remarks,  I'll  give  him  an  opportunity  to  say 
anything  he'd  like  to  say. 

[The  prepared  statement  of  Mr.  Rose  and  H.R.  1738  follow:] 


(1) 


103d  congress 

1st  Session 


H.R.1738 


To  authorize  the  estabhshment  of  a  fresh  cut  flowers  and  fresh  cut  greens 
promotion  and  consumer  information  program  for  the  benefit  of  the 
floricultural  industrj^  and  others,  and  for  other  purposes. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

April  20,  1993 

Mr.  Lewis  of  Florida  (for  himself,  Mr.  Stenholm,  Mr.  DE  la  Garza,  Mr. 
Payne  of  New  Jersey,  Mr.  Hastert,  Mr.  HOUGHTON,  Mr.  English  of 
Oklahoma,  Ms.  Danner,  Mr.  Kopetski,  Mr.  Cuxmkgilui,  Mr.  Peter- 
son of  Minnesota,  Mr.  Canady,  Mr.  Allard,  and  Mr.  Boehner)  intro- 
duced the  following  bill;  which  was  referred  to  the  Committee  on  Agri- 
culture 


A  BILL 

To  authorize  the  estabhshment  of  a  fresh  cut  flowers  and 
fresh  cut  greens  promotion  and  consumer  information  pro- 
gram for  the  benefit  of  the  floricultural  industiy  and 
others,  and  for  other  purposes. 

1  Be  it  enacted  by  tJie  Senate  and  House  of  Representa- 

2  tives  oftfie  United  States  ofAmenca  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Fresh  Cut  Flowers 

5  and  Fresh  Cut  Greens  Promotion  and  Information  Act  of 

6  1993". 


2 

1     SEC.  2.  FINDINGS  AND  DECLARATION  OF  POLICY. 

2  (a)  Findings. — Congress  finds  tliat — 

3  (1)  fresh  cut  flowers  and  fresh  cut  greens  are 

4  an  integral  part  of  Hfe  in  the  United  States,  are  en- 

5  joyed  by  milhons  of  persons  everj^  year  for  a  mul- 

6  titude  of  special  purposes  (especially  important  per- 

7  sonal  events),  and  contribute  a  natural  and  beautiful 

8  element  to  the  human  environment; 

9  (2)  cut  flowers  and  cut  gi-eens  are  produced  by 

10  many  individual   producers   throughout  the   United 

1 1  States  as  well  as  in  other  countries,  and  are  handled 

12  and  marketed  by  thousands  of  small-sized  and  me- 

13  dium-sized   businesses,    and   such   production,    han- 

14  dling,  and  marketing  constitute  a  key  segment  of  the 

15  United  States  horticultural  industi^^  and  thus  a  sig- 

16  nificant   part   of  the    Nation's   overall    agi'icultural 

17  economy; 

18  (3)  handlers  play  a  vital  role  in  the  marketing 

19  of  cut  flowers  and  cut  greens  in  that  they  purchase 

20  most  of  the  cut  flowers  and  cut  greens  marketed  by 

21  producers,  prepare  the  cut  flowers  and  cut  greens 

22  for  retail   consumption,   serve   as   intermediary'   be- 

23  tween  source  of  product  and  retailer,  otherwise  fa- 

24  cilitate  the  entrj^  of  cut  flowers  and  cut  greens  into 

25  the   current  of  domestic   commerce,   and   add  effi- 

26  ciencies  to  the  market  process  that  ensure  the  avail- 
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1  ability  of  a  much  gi-eater  variety  of  product  to  retail- 

2  ers  and  consumers; 

3  (4)  it  is  widely  recognized  that  it  is  in  the  pub- 

4  lie  interest  and  important  to  the  Nation's  agi'icul- 

5  tural  economy  to  provide  an  adequate,  steady  supply 

6  of  cut  flowers  and  cut  greens  at  reasonable  prices  to 

7  the  consumers  of  the  Nation; 

8  (5)  cut  flowers  and  cut  gi'eens  move  in  inter- 

9  state  and  foreign  commerce,  and  cut  flowers  and  cut 

10  greens  that  do  not  move  in  such  channels  of  com- 

1 1  merce  but  only  in  intrastate  commerce  directly  affect 

12  interstate  commerce  in  these  articles; 

13  (6)  the  maintenance  and  expansion  of  existing 

14  markets  and  the  development  of  new  or  improved 

15  markets  or  uses  for  cut  flowers  and  cut  gi-eens  are 

16  needed  to  presei've  and  strengthen  the  economic  via- 

17  bility  of  the  domestic  cut  flowers  and  cut  gi-eens  in- 

18  dustry  for  the  benefit  of  producers,  handlers,  retail- 

19  ers,  and  the  entire  floral  industiy; 

20  (7)     generic     programs     of     promotion     and 

21  consumer  information  can  be  effective  in  maintain- 

22  ing  and  developing  markets  for  cut  flowers  and  cut 

23  greens,  and  have  the  advantage  of  equally  enhancing 

24  the   market   position    for   all    cut    flowers    and   cut 

25  gi'eens  marketed; 
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1  (8)  because  cut  flowers  and  cut  gi*eens  produc- 

2  ers   are   primarily  agi'iculture-oriented   rather   than 

3  promotion-oriented,  and  because  the  floral  marketing 

4  industiy    within    the    United    States    is    comprised 

5  mainly  of  small-sized  and  medium-sized  businesses, 

6  the  development  and  implementation  of  an  adequate 

7  and   coordinated   national  program   of  generic  pro- 

8  motion  and  consumer  information  necessaiy  for  the 

9  maintenance  of  existing  markets  and   the  develop- 

10  ment  of  new  markets  for  cut  flowers  and  cut  greens 

11  have  been  prevented; 

12  (9)  there  exist  established  State  and  commod- 

13  ity-specific  producer-funded  programs  of  promotion 

14  and   research   that  are  valuable   efforts   to   exjDand 

15  markets  for  domestic  producers  of  cut  flowers  and 

16  cut  greens  and  that  \vill  be  able  to  take  advantage 

17  of  the  promotion  and  consumer  information  progi-am 

18  authorized  by  this  Act  to  enhance  their  market  de- 

19  velopment  efforts  for  domestic  producers; 

20  (10)   an  effective  and  coordinated  method  for 

21  ensuring  cooperative  and  collective  action  in  provid- 

22  ing  for  and  financing  a  natiom\ide  program  of  ge- 

23  neric  promotion  and  consumer  information  is  needed 

24  to  ensure  that  the  cut  flowers  and  cut  greens  indus- 

25  tr}^  will  be  able  to  provide,  obtain,  and  implement 
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1  programs  of  promotion  and  consumer  information 

2  necessary  to  maintain,  expand,  and  develop  markets 

3  for  these  articles;  and 

4  (11)    the    most  ■  efficient    method    of   financing 

5  such  a  natiomvide  program  is  to  assess  cut  flowers 

6  and  cut  gi"eens  at  the  point  they  are  sold  by  han- 

7  dlers  into  the  retail  market. 

8  (b)  Policy  and  Purpose. — It  is  declared  to  be  the 

9  policy  of  Congress  that  it  is  in  the  public  interest,  and 

10  it  is  the  purpose  of  this  Act,  to  authorize  the  establish- 

1 1  ment,  through  the  exercise  of  the  powers  provided  in  this 

12  Act,  of  an  orderly  procedure  for  the  development  and  fi- 

13  nancing  (through  an  adequate  assessment  on  cut  flowers 

14  and  cut  greens  sold  by  handlers  to  retailers  and  related 

15  entities  in  the  United  States)  of  an  effective  and  coordi- 

16  nated  program  of  generic  promotion,  consumer  informa- 

17  tion,;  and  related  research  designed  to  strengthen  the  cut 

18  flowers  and  cut  greens  industry's  position  in  the  market- 

19  place  and  to  maintain,  develop,  and  expand  markets  for 

20  cut  flowers  and  cut  greens. 

21  SEC.  3.  DEFINITIONS. 

22  As  used  in  this  Act: 

23  (1)     Consumer     information. — The     term 

24  "consumer  information"  means  any  action  or  pro- 

25  gram  to  provide  information  to  consumers  and  other 
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1  persons    on    ai)i)r()priate    uses    under    varied    cir- 

2  cumstanees,  and  on  the  care  and  handling,  of  cut 

3  flowers  or  cut  greens. 

4  (2)  Cut  flowers  and  cut  greens. — 

5  (A)  In  general. — The  term  "cut  flowers" 

6  includes  all  flowers  cut  from  gi-owing  plants  and 

7  used  as  fresh-cut  flowers,  produced  either  under 

8  cover  or  in  field  operations;  and  the  term  "cut 

9  greens"  includes  all  cultivated  or  noncultivated 

10  decorative  foliage  cut  from  gi'owing  plants  and 

11  used    as    fresh-cut    decorative    foliage    (except 

12  Christmas  trees)  produced  either  under  cover  or 

13  in  field  operations.  Neither  term  includes  foli- 

14  age  plants,  floral  supplies,  or  flowering  plants. 

15  (B)  Substantial  portion. — In  any  case 

16  in  which  a  handler  packages  cut  flowers  or  cut 

17  gi'eens  \\ith  hard  goods  in  an  article,  such  as  a 

18  gift  basket  or  similar  presentation,  for  sale  to 

19  retailers,    the    PromoFlor    Council    may   deter- 

20  mine,  under  procedures  set  out  in  the  order, 

21  that  the  cut  flowers  or  cut  gi-eens  in  the  article 

22  do  not  constitute  a  substantial  portion  of  the 

23  value  of  the  article  and  that,  based  on  such  de- 

24  termination,  such  article  shall  not  be  treated  as 


HR  1738  IH 


8 


7 

1  an  article  of  cut  flowers  or  cut  greens  subject 

2  to  assessment  under  such  order. 

3  (3)    Gross   sales   price. — The   term   "gross 

4  sales  price"  means  the  total  amount  of  the  trans- 

5  action  in  a  sale  of  cut  flowers  or  cut  greens  from  a 

6  handler  to  a  retailer. 

7  (4)  Handler  definitions. — 

8  (A)  Qualified  handler. — 

9  (i)  In  general. — The  term  "qualified 
10  handler"  means  a  person  (including  a  co- 
ll operative)  operating  in  the  cut  flowers  or 

12  cut  greens  marketing  system  that  sells  do- 

13  mestie    or    imported    cut    flowers    or    cut 

14  greens   to   retailers   and   exempt   handlers 

15  and  whose  annual  sales  of  cut  flowers  and 

16  cut  greens  to  retailers  and  exempt  handlers 

17  are  $750,000  or  more. 

18  (ii)  Inclusions  and  exclusions. — 

19  The  term  "qualified  handler"  includes — 

20  (I)  bouquet  manufacturers  (sub- 

21  ject  to  the  "substantial  portion"  rule 

22  under  paragraph  (2)(B)); 

23  (II)    auction    houses    that    clear 

24  sales  of  cut  flowers  and  cut  greens  to 
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1  retailers  and  exempt  handlers  through 

2  a  central  clearinghouse;  and 

3  (III)  any  distribution  center  that 

4  is  owned  or  controlled  by  a  retailer 

5  (aa)  if  the  predominant  retail  business 

6  activity  of  the  retailer  is  floral  sales  or 

7  (bb)  when  a  majority  of  the  cut  flow- 

8  ers  and  cut  greens  sales  or  transfers 

9  from  such  center  are  to  entities  other 

10  than  entities  o^vned  or  controlled  by 

11  the   retailer.   For  purposes   of  deter- 

12  mining  sales  of  cut  flowers  and  cut 

13  greens  to  retailers  from  any  such  dis- 

14  tribution  center,  each  non-sale  trans- 

15  fer  to  a  retailer  shall  be  treated  as  a 

16  sale  in  an  amount  calculated  as  pro- 

17  vided  in  subparagraph  (C). 

18  The  term  "qualified  handler"  does  not  in- 

19  elude    a    person    who    merely    physically 

20  transports  or  delivers  cut  flowers  or  cut 

21  greens. 

22  (iii)  Rules  of  construction. — The 

23  term  "qualified  handler"  shall  be  deemed 

24  to  include   an   importer  or  producer  that 

25  sells  cut  flowers  or  cut  greens  that  it  has 
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1  imported  into  the  United   States  or  pro- 

2  duced,   respectively,   directly  to  consumers 

3  and  whose  sales  of  such  articles  (as  cal- 

4  culated   under    subparagraph    (C)),    along 

5  with  sales  of  cut  flowers  and  cut  greens  to 

6  retailers  or  exempt  handlers,  annually  are 

7  $750,000  or  more;  and  each  direct  sale  to 

8  consumers  by  any  such  qualified  handler 

9  shall  be  treated  as  a  sale  to  a  retailer  or 

10  exempt  handler  in  an  amount  calculated  as 

11  provided   in   subparagraph    (C).    For  pur- 

12  poses  of  this  paragraph,   the  term   "pro- 

13  ducer"  has  the  same  meaning  as  that  pro- 

14  vided       for       the       term       by       section 

15  5(b)(2)(B)(ii)(I)  of  this  Act,  and  the  term 

16  "importer"  has  the  same  meaning  as  that 

17  provided      for      the      term      by      section 

18  5(b)(2)(B)(iii)(I)  of  this  Act. 

.19  (B)   Exempt  handler. — The  term  "ex- 

20  empt  handler"  means  a  person  that  would  oth- 

21  erwise  be  considered  to  be  a  qualified  handler, 

22  except  that  its  annual  sales  of  cut  flowers  and 

23  cut  greens  to  retailers  and  other  exempt  han- 

24  dlers  are  less  than  $750,000. 
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1  (C)   Annual   sales   determined. — For 

2  purposes  of  determining  the  amount  of  annual 

3  sales  of  cut  flowers  and  cut  greens  under  sub- 

4  paragraphs  (A)  and  (B),  the  amount  of  a  sale 

5  shall  be  determined  on  the  basis  of  the  gross 

6  sales  price,  as  that  term  is  defined  in  paragraph 

7  (3),  of  product  sold,  except  that  with  respect  to 

8  non-sale  transfers  of  cut  flowers  or  cut  greens 

9  from  a  distribution  center,  as  described  in  sub- 

10  paragraph  (A)(ii)(III),  and  direct  sales  to  con- 

11  sumers,  as  described  in  subparagraph  (A)(iii), 

12  the  amount  of  the  sale  shall  be  the  price  paid 

13  by  the  distribution  center,  or  importer,  respec- 

14  tively,  to  acquire  the  cut  flowers  or  cut  greens 

15  plus  an  amount  determined  by  multiplying  such 

16  acquisition  price  by  a  uniform  percentage  estab- 

17  lished  by  the  PromoFlor  Council  to  represent  a 

18  wholesale  handler's  mark-up  on  a  sale  to  a  re- 

19  tailer  (or  in  the  case  of  direct  sales  to  consum- 

20  ers  by  producers,  an  amount  determined  by  ap- 

21  plying  to  the  price  paid  by  the  consumer  a  uni- 

22  form  percentage  established  by  the  PromoFlor 

23  Council  to  represent  the  cost  of  producing  the 

24  article  and,  a  wholesale  handler's  mark-up  on  a 

25  sale  to  a  retailer). 

HR  1738  m 


12 

11 

1  (5)   Person. — The  term  "person"   means  any 

2  individual,   group  of  individuals,   firm,   partnership, 

3  corporation,  joint  stock  company,  association,  soci- 

4  ety,  cooperative,  or  other  legal  entity. 

5  (6)      Promolfolor      council. — The      term 

6  "PromoFlor  Council"  means  the  Fresh  Cut  Flowers 

7  and   Fresh   Cut   Greens   Promotion   Council   estab- 

8  Ushed  under  section  5(b). 

9  (7)     Promotion. — The     term     "promotion" 

10  means  any  action  determined  by  the  Secretary  to  ad- 

1 1  vance  the  image,  desirability,  or  marketability  of  cut 

12  flowers  or  cut  greens,  including  paid  advertising. 

13  (8)   Research. — The  term   "research"   means 

14  market  research  and  studies  limited  to  the  support 

15  of  advertising,  market  development,  and  other  pro- 

16  motion  efforts  and  consumer  information  efforts  re- 

17  lating  to  cut  flowers  or  cut  greens,  including  edu- 

18  cational  activities. 

19  (9)  Retailer. — The  term  "retailer"  means  a 

20  person,  such  as  a  retail  florist,  supermarket,  mass 

21  market  retail  outlet,  or  other  end-use  seller,  as  de- 

22  scribed  in  an  order  issued  under  this  Act,  that  sells 

23  cut  flowers  or  cut  greens  to  consumers,  and  shall  in- 

24  elude  any  distribution  center  owned  or  controlled  by 

25  such  person  only  if — 
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1  (A)  the  predominant  retail  business  activ- 

2  ity  of  the  retailer  is  not  floral  sales,  and 

3  (B)  the  majority  of  the  cut  flowers  and  cut 

4  greens  sales  or  transfers  from  such  center  are 

5  to  entities  o^\^led  or  controlled  by  such  person. 

6  (10)     Secretary. — The     term     "Secretary" 

7  means  the  Secretary  of  Agriculture. 

8  (11)    United    states;    state. — The    terms 

9  "United  States"  and  "State"  include  the  fifty  States 

10  of  the  United  States,  the  District  of  Columbia,  and 

11  all   the   territories   and   possessions   of  the   United 

12  States. 

13  SEC.  4.  ISSUANCE  OF  ORDERS. 

14  (a)  In  General. — To  effectuate  the  declared  policy 

15  of  section  2(b),  the  Secretary,  subject  to  the  procedures 

16  pro^dded  in  subsection  (b),  shall  issue  orders  under  this 

17  Act  applicable  to  qualified  handlers  of  cut  flowers  and  cut 

18  greens.  Any  such  order  shall  be  national  in  scope.  Not 

19  more  than  one  order  shall  be  in  effect  under  this  Act  at 

20  any  one  time. 

21  (b)  Procedures. — 

22  (1)  Proposal  for  an  order. — The  Secretary 

23  may  propose  the  issuance  of  an  order  under  this 

24  Act,  or  an  industry  group  that  represents  a  substan- 

25  tial  number  of  the  industry  members  who  are  to  be 
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1  assessed  under  the  order,  or  any  other  person  that 

2  will  be  effected  by  this  Act,  may  request  the  issuance 

3  of,  and  submit  a  proposal  for,  such  an  order. 

4  (2)    Publication   of   proposal. — Not   later 

5  than  sixty  days  after  the  earlier  of — 

6  (A)  the  receipt  by  the  Secretary  of  a  pro- 

7  posal  for  an  order  from  an  industry  group  or 

8  interested  person,  as  provided  in  paragraph  (1) 

9  of  this  subsection,  or 

10  (B)  the  determination  of  the  Secretary  to 

11  propose  an  order,  the  Secretars^  shall  publish 

12  the  proposed  order  and  give  due  notice  and  op- 

13  portunity  for  public  comment  on  the  proposed 

14  order. 

15  (3)  Issuance  of  order. — ^After  notice  and  op- 

16  portunity  for  public  comment  are  given,  as  provided 

17  in  paragraph  (2),  the  Secretary  shall  issue  the  order, 

18  taking  into  consideration  the  comments  received  and 

19  including  in  the  order  provisions  necessary  to  ensure 

20  that  the  order  is  in  conformity  with  the  require- 

21  ments  of  this  Act.  Such  order  shall  be  issued  and  be- 

22  come  effective  not  later  than  one  hundred  fifty  days 

23  following  publication  of  the  proposed  order. 

24  (c)   AJMENDMENTS. — The   Secretary,   from   time   to 

25  time,  may  amend  any  order  issued  under  this  Act.  The 
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1  provisions  of  this  Act  applicable  to  an  order  shall  be  appli- 

2  cable  to  amendments  to  the  order. 

3  SEC.  5.  REQUIRED  TERMS  IN  ORDERS. 

4  (a)  In  General. — Each  order  issued  under  this  Act 

5  shall  contain  the  terms  and  provisions  prescribed  in  this 

6  section. 

7  (b)  Promolflor  Council — 

8  (1)  Establishment  and  membership. — 

9  (A)    Establishment. — The    order    shall 

10  provide  for  the  establishment  of  a  Fresh  Cut 

11  Flowers    and    Fresh    Cut    Greens    Promotion 

12  Council,  consisting  of  twenty  one  members,  to 

13  administer  the  order. 

14  (B)  Membership. — The  order  shall  pro- 

15  vide  that  members  of  the  PromoFlor  Council 

16  shall   be   participating  qualified   handlers   rep- 

17  resenting  qualified  wholesale  handlers  and  pro- 

18  ducers  and  importers  that  are  qualified  han- 

19  dlers,  and  a  member  that  represents  retailers, 

20  appointed  by  the  Secretary  from  nominations 

21  submitted  by  qualified  wholesale  handlers,  pro- 

22  ducers  and  importers  that  are  qualified  han- 

23  dlers,  and  retailers,  as  provided  in  paragraphs 

24  (2)  and  (3). 

25  (2)  Distribution  op  appointments. — 
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1  (A)  In  general. — The  order  shall  provide 

2  that  the  membership  of  the  PromoFlor  Council 

3  shall  be  made  up  of — 

4  (i)     fourteen    members    representing 

5  qualified  wholesale  handlers  of  domestic  or 

6  imported  cut  flowers  and  cut  greens; 

7  (ii)  three  members  representing  pro- 

8  ducers  that  are  qualified  handlers  of  cut 

9  flowers  and  cut  greens; 

10  (iii)   three  members  representing  im- 

11  porters  that  are  qualified  handlers  of  cut 

12  flowers  and  cut  greens;  and 

13  (iv)    one    member    representing    cut 

14  flowers  and  cut  greens  retailers. 

15  (B)  Meaning  of  terms. — For  purposes 

16  of  this  subsection: 

17  (i)     Qualified    wholesale     han- 

18  DLERS. — The    term    "qualified    wholesale 

19  handler"  means  a  person  in  business  as  a 

20  floral  wholesale  jobber  or  floral   supplier 

21  and  that  is  subject  to  assessments  as  a 

22  qualified  handler  under  the  order.  For  pur- 

23  poses    of    this    clause,    the    term    "floral 

24  wholesale   jobber"    means    a    person    that 

25  conducts  a  commission  or  other  wholesale 
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1  business  in  buying  and  selling  cut  flowers 

2  or  cut  greens,  and  the  term  "floral  sup- 

3  plier"  means  a  person  engaged  in  acquir- 

4  ing  cut  flowers  or  cut  greens  to  be  manu- 

5  factured   into   floral   articles   or  otherwise 

6  processed  for  resale. 

7  (ii)  Producer  that  is  a  qualified 

8  HANDLER. — The  term  "producer  that  is  a 

9  quaUfied  handler"  means  an  entity  that — 

10  (I)  is  engaged — 

11  (aa)  in  the  domestic  produc- 

12  tion,  for  sale  in  commerce,  of  cut 

13  flowers   or  cut   greens   and   that 

14  owns  or  shares  in  the  ownership 

15  and  risk  of  loss  of  such  cut  flow- 

16  ers  or  cut  greens;  or 

17  (bb)  as  a  first  processor  of 

18  noncultivated  cut  greens,   in  re- 

19  ceiving  such  cut  greens  from  the 

20  persons    that    gather    them    for 

21  handling;  and 

22  (II)  is  subject  to  assessments  as 

23  a  qualified  handler  under  the  order. 
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1  (iii)  Importer  that  is  a  qualified 

2  HANDLER. — The  term  "importer  that  is  a 

3  quahfied  handler"  means  an  entity — 

4  (I)  whose  principal  activity  is  the 

5  importation    of    cut    flowers    or    cut 

6  greens  into  the  United  States  (either 

7  directly  or   as   an   agent,   broker,   or 

8  consignee  of  any  person  or  nation  that 

9  produces  or  handles  cut  flowers  or  cut 

10  greens  outside  the  United  States  for 

11  sale  in  the  United  States);  and 

12  (11)    that    is    subject    to    assess- 

13  ments   as   a   qualified   handler  under 

14  the  order. 

15  (C)  Distribution  of  qualified  whole- 

16  SALE    haiwler    appointments. — The    order 

17  shall  provide  that  the  qualified  wholesale  han- 

18  dler  appointments  made  by  the  Secretary  to  the 

19  PromoFlor  Council  shall  take  into  account  the 

20  geographical  distribution  of  cut  flowers  and  cut 

21  greens  markets  in  the  United  States. 

22  (3)    Nomination   process. — The   order   shall 

23  provide  that — 

24  (A)  two  nominees  be  submitted  for  each 

25  appointment  to  the  PromoFlor  Council; 
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1  (B)  nominations  for  each  appointment  of  a 

2  qualified  wholesale  handler,  producer  that  is  a 

3  qualified  handler,  or  importer  that  is  a  qualified 

4  handler    to    the    PromoFlor    Council    shall    be 

5  made  by  qualified  wholesale  handlers,  producers 

6  that  are  qualified  handlers,  or  importers  that 

7  are  qualified  handlers,  respectively,  through  an 

8  election  process  under  regulations  prescribed  by 

9  the  Secretary; 

10  (C)   nominations  for  the  retailer  appoint- 

11  ment  shall  be  made  by  the  American   Floral 

12  Marketing  Council,  or  successor  entity;  and 

13  (D)  in  any  case  in  which  qualified  whole- 

14  sale  handlers,  producers  that  are  qualified  han- 

15  dlers,  importers  that  are  qualified  handlers,  or 

16  retailers  fail  to  nominate  individuals  for  an  ap- 

17  pointment  to  the  PromoFlor  Council,  the  Sec- 

18  retary  may  appoint  a  person  to  fill  the  vacancy 

19  on  a  basis  provided  in  the  order  or  other  regu- 

20  lations  of  the  Secretary. 

21  (4)  Alternates. — The  order  shall  provide  for 

22  the  selection  of  alternate  members  of  the  PromoFlor 

23  Council  by  the  Secretary  under  procedures  specified 

24  in  the  order. 
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1  (5)   TERMS;  COMPENSATION. — The  order  shall 

2  provide  that — 

3  (A)    each    term    of    appointment    to    the 

4  PromoFlor  Council  shall  be  for  three  years,  ex- 

5  cept  that,  of  the  initial  appointments,  one-third 

6  shall  be  for  two-year  terms,  one-third  for  three- 

7  year  terms,  and  one-third  for  four-year  terms; 

8  (B)  no  member  of  the  PromoFlor  Council 

9  mav  serve  more  than  two  consecutive  terms  of 

10  three  years,  except  that  any  member  serving  on 

11  initial  term  of  four  years  may  serve  an  addi- 

12  tional  term  of  three  vears;  and 

13  (C)    PromoFlor    Council    members    shall 

14  serve  ^v^thout  compensation,  but  shall  be  reim- 

15  bursed  for  their  expenses  incurred  in  perform- 

16  ing  their  duties  as  members  of  the  PromoFlor 

17  Council. 

18  (6)  Executive  committee. — 

19  (A)  Establishment. — The  order  shall  au- 

20  thorize  the  PromoFlor  Council  to  appoint  from 

21  among  its  members  an  executive  committee  of 

22  not  more  than  nine  members.  The  membership 

23  of  the   executive   committee   initially   shall   be 

24  composed  of  four  members  representing  quali- 

25  fied  wholesale  handlers,  two  members  represent- 
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1  ing  producers  that  are  qualified  handlers,  two 

2  members  representing  importers  that  are  quali- 

3  fied  handlers,  and  one  member  representing  re- 

4  tailers;  and  thereafter  appointments  to  the  exee- 

5  utive  committee  shall  be  made  so  as  to  ensure 

6  that  the  committee  reflects,   to  the  maximum 

7  extent  practicable,  the  membership  composition 

8  of  the  PromoFlor  Council  as  a  whole.  The  ini- 

9  tial   appointments  to   the   executive   committee 

10  each  shall  be  for  a  term  of  two  years.  There- 

11  after,  appointments  to  the  executive  committee 

12  each  shall  be  for  a  term  of  one  year. 

13  (B)  Authority. — The  PromoFlor  Council 

14  may  delegate  to  the  executive  committee  its  au- 

15  thority  under  the   order   to   hire   and   manage 

16  staff  and  conduct  the  routine  business  of  the 

17  PromoFlor   Council   within   the   policies   deter- 

18  mined  by  the  PromoFlor  Council. 

19  (c)       General      Responsibilities      op      the 

20  PROMOFLOR  Council. — The  order  shall  define  the  gen- 

21  eral  responsibilities  of  the  PromoFlor  Council,  which  shall 

22  include  the  responsibilities  to — 

23  (1)  administer  the  order  in  accordance  with  its 

24  terms  and  provisions; 
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1  (2)  make  rules  and  regulations  to  effectuate  the 

2  terms  and  provisions  of  the  order; 

3  (3)  appoint  members  of  the  PromoFlor  Council 

4  to  serve  on  an  executive  committee; 

5  (4)    employ    such    persons    as    the    PromoFlor 

6  Council  determines  are  necessary,  and  set  the  com- 

7  pensation  and  define  the  duties  of  such  persons; 

8  (5)  develop  budgets  for  the  implementation  of 

9  the  order  and  submit  such  budgets  to  the  Secretary 

10  for  approval  under  subsection  (d),  and  propose  and 

11  develop  (or  receive  and  evaluate),  approve,  and  sub- 

12  mit  to  the  Secretarj^  for  approval  under  subsection 

13  (d)  plans  and  projects  for  cut  flowers  or  cut  greens 

14  promotion,    consumer    information,    or    related    re- 

15  search; 

16  (6)  implement  plans  and  projects  for  cut  flow- 

17  ers  or  cut  greens  promotion,  consumer  information, 

18  or  related  research,  as  provided  in  subsection  (d),  or 

19  contract  or  enter  into  agreements  with  appropriate 

20  persons  to  implement  such  plans  and  projects,  as 

21  provided  in  subsection  (e),  and  pay  the  costs  of  such 

22  implementation,  or  contracts  and  agreements,  with 

23  funds  received  under  the  order; 
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1  (7)  evaluate  on-going  and  completed  plans  and 

2  projects   for  cut  flowers  or  cut  greens  promotion, 

3  consumer  information,  or  related  research; 

4  (8)  receive,  investigate,  and  report  to  the  Sec- 

5  retary  complaints  of  violations  of  the  order; 

6  (9)  recommend  to  the  Secretaiy  amendments  to 

7  the  order; 

8  (10)  invest,  pending  disbursement  under  a  plan 

9  or  project,  funds  collected  through  assessments  au- 

10  thorized  under  this  Act  only  in — 

1 1  (A)  obligations  of  the  United  States  or  any 

12  agency  thereof; 

13  (B)  general  obligations  of  any  State  or  any 

14  political  subdivision  thereof; 

15  (C)  any  interest-bearing  account  or  certifi- 

16  eate  of  deposit  of  a  bank  that  is  a  member  of 

17  the  Federal  Reserve  System;  or 

18  (D)  obligations  fully  guaranteed  as  to  prin- 

19  cipal  and  interest  by  the  United  States. 

20  Income  from  any  such  invested  funds  may  only  be 

21  used  for  a  purpose  for  which  the  invested  funds  may 

22  be  used;  and 

23  (11)  furnish  the  Secretary  vidth  such  informa- 

24  tion  as  the  Secretary  may  require. 

25  (d)  BUDGETS;  PLANS  AND  PROJECTS. — 
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1  (1)  Submission  of  budgets. — The  order  shall 

2  require  the  PromoFlor  Council  to  submit  to  the  See- 

3  retary  for  approval  budgets  on  a  fiscal  year  basis  of 

4  its  anticipated  expenses  and  disbursements  in  the 

5  implementation    of   the    order,    including   projected 

6  costs    of   cut    flowers    and    cut    greens    promotion, 

7  consumer  information,    and   related   research   plans 

8  and  projects. 

9  (2)  Plans  or  projects. — 

10  (A)  Promotion  and  consumer  informa- 

11  TION. — The  order  shall  provide — 

12  (i)  for  the  establishment,  implementa- 

13  tion,  administration,  and  evaluation  of  ap- 

14  propriate  plans  and  projects  for  advertis- 

15  ing,  sales  promotion,  other  promotion,  and 

16  consumer  information  \vith  respect  to  cut 

17  flowers  and  cut  greens,  and  for  the  dis- 

18  bursement  of  necessary  funds  for  such  pur- 

19  poses; 

20  (ii)  that  any  such  plan  or  project  shall 

21  be  directed  toward  increasing  the  general 

22  demand  for  cut  flowers  or  cut  greens  and 

23  may  make  no  reference  to  a  private  brand 

24  or  trade  name,  point  of  origin,  or  source  of 

25  supply,  except  that  these  limitations  shall 
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1  not  preclude  the  PromoFlor  Council  from 

2  offering  its  plans  and  projects  for  use  by 

3  commercial  parties,  under  terms  and  con- 

4  ditions  prescribed  by  the  PromoFlor  Coun- 

5  cil  and  approved  by  the  Secretary;  and 

6  (iii)  that  no  such  plan  or  project  may 

7  make  use  of  unfair  or  deceptive  acts  or 

8  practices  with  respect  to  quality  or  value. 

9  (B)  Research. — The  order  shall  provide 

10  for  the  establishment,  implementation,  adminis- 

1 1  tration,  and  evaluation  of  plans  and  projects  for 

12  market  development  research,  research  with  re- 

13  spect  to  the  sale,  distribution,  marketing,  or  use 

14  of  cut  flowers  or  cut  greens,  and  other  research 

15  with  respect  to  cut  flowers  or  cut  greens  mar- 

16  keting,  promotion,  or  consumer  information;  for 

17  the  dissemination  of  the  information  gained  by 

1 8  such  activities;  and  for  the  disbursement  of  nec- 

19  essary  funds  for  such  purposes. 

20  (C)    Submission    to    secretary. — The 

21  order  shall  provide  that  the  PromoFlor  Council 

22  shall  submit  to  the  Secretary  for  approval  any 

23  proposed  plan  or  project  for  cut  flowers  or  cut 

24  greens  promotion,  consumer  information,  or  re- 
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1  lated  research,  as  described  in  subparagraphs 

2  (A)  and  (B). 

3  (3)  Approval  by  secretary. — No  budget,  or 

4  plan  or  project  for  cut  flowers  or  cut  greens  pro- 

5  motion,  consumer  information,  or  related  research, 

6  shall  be  implemented  prior  to  its  approval  by  the 

7  Secretary, 

8  (e)  Contracts  and  Agreements. — 

9  (1)  Promotion,  consumer  information,  and 

10  related  research  plans  and  projects. — 

11  (A)  In  general. — To  ensure  efficient  use 

12  of   funds,    the    order    shall    provide    that    the 

13  PromoFlor  Council,   with  the   approval   of  the 

14  Secretary,  may  enter  into  contracts  or  agree- 

15  ments  for  the  implementation  of  any  plan  or 

16  project  for  promotion,  consumer  information,  or 

17  related  research  with  respect  to  cut  flowers  or 

18  cut  greens,   and  for  the  payment  of  the  cost 

19  thereof  with  funds  received  by  the  PromoFlor 

20  Council  under  the  order. 

21  (B)  Requirements. — The  order  shall  pro- 

22  vide  that  any  such  contract  or  agreement  shall 

23  provide  that — 

24  (i)  the  contracting  or  agreeing  party 

25  shall  develop  and  submit  to  the  PromoFlor 
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1  Council  a  plan  or  project  together  with  a 

2  budget   or  budgets  that   shall   show  esti- 

3  mated  costs  to  be  incurred  for  such  plan  or 

4  project; 

5  (ii)  the  plan  or  project  shall  become 

6  effective  on  the  approval  of  the  Secretary; 

7  and 

8  (iii)  the  contracting  or  agreeing  party 

9  shall  keep  accurate  records  of  all  of  its 

10  transactions,    account    for    funds    received 

1 1  and  expended,  make  periodic  reports  to  the 

12  PromoFlor  Council  of  activities  conducted, 

13  and    make    such    other    reports    as    the 

14  PromoFlor  Council  or  the  Secretary  may 

15  require. 

16  (2)  Other  contracts  and  agreements. — 

17  The  order  shall  provide  that  the  PromoFlor  Council 

18  also  may  enter  into  contracts  or  agreements  for  ad- 

19  ministrative  services.  Any  such  contract  or  agree- 

20  ment  shall  include  provisions  comparable  to  those 

21  provided  in  clauses   (i),    (ii),   or   (iii)   of  paragraph 

22  (1)(B). 

23  (f)   Books  and   Records  of  the   PromoFlor 

24  Council. — 
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1  (1)  In  general. — The  order  shall  require  the 

2  PromoFlor  Council  to — 

3  (A)    maintain    such    books    and    records 

4  (which  shall  be  available  to  the  Secretary  for  in- 

5  spection  and  audit)  as  the  Secretary  may  pre- 

6  scribe; 

7  (B)  prepare  and  submit  to  the  Secretary, 

8  from  time  to  time,   such  reports  as  the  Sec- 

9  retary  may  prescribe;  and 

10  (C)  account  for  the  receipt  and  disburse- 

11  ment  of  all  funds  entrusted  to  the  PromoFlor 

12  Council. 

13  (2)    Audits. — The    PromoFlor    Council    shall 

14  cause  its  books  and  records  to  be  audited  by  an 

15  independent  auditor  at  the  end  of  each  fiscal  year. 

16  A  report  of  each  such  audit  shall  be  submitted  to  the 

17  Secretary. 

18  (g)    Control   op   Administrative    Costs. — The 

19  order  shall  provide  that  the  PromoFlor  Council  shall,  as 

20  soon  as  practicable  after  the  order  becomes  effective  and 

21  after  consultation  with  the  Department  of  Agi'iculture  and 

22  other  appropriate  persons,  implement  a  system  of  cost 

23  controls  based  on  normally  accepted  business  practices 

24  that  will  ensure  that  the  PromoFlor  Council's   annual 

25  budgets  only  include  amounts  for  administrative  expenses 
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1  that  cover  the  minimum  administrative  activities  and  per- 

2  sonnel   needed   to   properly  administer   and   enforce   the 

3  order  and   conduct,   supervise,   and   evakiate   plans   and 

4  projects  under  the  order. 

5  (h)  Assessments. — 

6  (1)  Authority. — 

7  (A)  In  general. — The  order  shall  provide 

8  that   each   qualified   handler   shall   pay  to   the 

9  PromoFlor  Council,  in  the  manner  prescribed 

10  by  the  order,  an  assessment  on  each  sale  of  cut 

1 1  flowers  or  cut  greens  to  a  retailer  or  an  exempt 

12  handler  (including  each  transaction  described  in 

13  subparagraph  (C)(ii)),  except  to  the  extent  such 

14  sale  is  excluded  from  assessments  under  section 

15  6(a). 

16  (B)  Published  lists. — To  facilitate  the 

17  payment  of  assessments  under  this  paragraph, 

18  the   PromoFlor   Council    shall    publish   lists   of 

19  qualified  handlers  required  to  pay  assessments 

20  under  the  order  and  exempt  handlers. 

21  (C)  Making  determinations. — 

22  (i)   Qualified  handler  status. — 

23  The  order  also  shall  contain  provisions  re- 

24  garding  the  making  of  determinations  to 

25  determine  status  as  a  qualified  handler  or 
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1  exempt  handler  that  include  the  rules  and 

2  requirements  set  out  in  sections  3(4)  and 

3  6(b). 

4  (ii)    Covered    transactions. — The 

5  order    shall    provide    that    each    non-sale 

6  transfer  of  cut  flowers  or  cut  greens  to  a 

7  retailer  from  a  qualified  handler  that  is  a 

8  distribution  center,  as  described  in  section 

9  3(4)(A)(ii)(III),  and  each  direct  sale  of  cut 

10  flowers  or  cut  greens  to  a  consumer  by  a 

11  qualified  handler  that  is  an  importer  or 

12  producer,       as      described      in       section 

13  3(4)(A)(iii),  shall  be  treated  as  a  sale  of 

14  cut  flowers  or  cut  greens  to  a  retailer  sub- 

15  ject  to  assessments  under  this  subsection, 

16  in  an  amount  equal  to  the  price  paid  by 

17  the  distribution  center  or  importer,  respec- 

18  tively,  to  acquire  the  cut  flowers  or  cut 

19  greens  plus  an  amount  determined  by  mul- 

20  tiplying  such   acquisition  price  by  a  uni- 

21  form      percentage      established      by     the 

22  PromoFlor  Council  to  represent  a  whole- 

23  sale  handler's  mark-up  on  a  sale  to  a  re- 

24  tailer  (or  in  the  case  of  direct  sales  to  con- 

25  sumers   by   producers,    an    amount   deter- 
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1  mined  by  applying  to  the  price  paid  by  the 

2  consumer  a  uniform  percentage  estabUshed 

3  by  the  PromoFlor  Council  to  represent  the 

4  cost  of  producing  the  article  and  a  whole- 

5  sale    handler's    mark-up   on    a    sale   to   a 

6  retailer). 

7  (2)  Assessment  rates. — The  order  shall  pro- 

8  vide  as  follows: 

9  (A)   Initial  rate. — The  rate  of  assess- 

10  ment  on  each  sale  or  transfer  of  cut  flowers  or 

1 1  cut  greens,  for  the  first  three  years  the  order  is 

12  in  effect,  shall  be  one-half  of  1  per  centum  of 

13  the  gi'oss  sales  price  of  product  sold  or  (in  the 

14  case    of   transactions    described    in    paragraph 

15  (l)(C)(ii))   of  the  amount  of  each  transaction 

16  calculated  as  provided  in  paragi-aph  (l)(C)(ii). 

17  (B)  Changes  in  the  RATE.^After  the 

18  tliree  vears  the  order  is  in  effect,  the  uni- 

19  )rm  assessment  rate  may  be  increased  or  de- 

20  creased  annually  by  not  more  than  .25  per  cen- 

21  tum  of  gross  sales  price  of  product  sold  or  (in 

22  the  case  of  transactions  described  in  paragraph 

23  (l)(C)(ii))   of  the  amount  of  each  transaction 

24  calculated  as  provided  in  paragraph  (l)(C)(ii), 

25  except  that  the  assessment  rate  may  in  no  case 
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1  exceed   1   per  centum  of  gross  sales  price  or 

2  transaction   amount.   Any  such   change  in  the 

3  rate  of  assessment — 

4  (i)  may  be  made  only  if  adopted  by 

5  the  PromoFlor  Council  by  a  two-thirds  ma- 

6  jority  vote  and  approved  by  the  Secretary 

7  as  necessary  to  achieve  the  objectives  of 

8  this  Act; 

9  (ii)     shall     be     announced     by     the 

10  PromoFlor   Council    at   least   thirty   days 

1 1  prior  to  going  into  effect;  and 

12  (iii)  shall  not  be  subject  to  a  vote  in 

13  a  referendum  under  section  7. 

14  (3)    When    assessments    submitted. — The 

15  order  shall  provide  that  each  person  required  to  pay 

16  assessments  under  this  subsection  shall  remit,  to  the 

17  PromoFlor  Council,  the  assessment  due  from  each 

18  sale  by  that  person  of  cut  flowers  or  cut  greens  that 

19  is  subject  to  an  assessment  within  such  time  period 

20  after  the  sale  (not  to  exceed  sixty  days  from  the  end 

21  of  the  month  in  which  the  sale  took  place)  as  speci- 

22  fied  in  the  order. 

23  (4)  Refunds  from  escrow  account. — 
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1  (A)    Establishment    of    escrow    ac- 

2  COUNT. — The    order    shall    provide    that    the 

3  PromoFlor  Council  shall — 

4  (i)  establish  an  escrow  account  to  be 

5  used   for   assessment   refunds   as   needed, 

6  and 

7  (ii)  place  into  such  account  an  amount 

8  equal  to  ten  percent  of  the  total  amount  of 

9  assessments  collected  during  the  period  be- 

10  ginning  on  the  date  the  order  goes  into  ef- 

11  feet,   as  provided  in  section  4(b)(3),   and 

12  ending  on  the  date  the  initial  referendum 

13  on  the  order  provided  for  in  section  7(a)  is 

14  completed. 

15  (B)  Right  to  receh^  refund. — 

16  (i)    In    general. — The    order    shall 

17  pro\ide  that,  subject  to  subparagraph  (C) 

18  and  the  conditions  specified  in  clause  (ii), 

19  any  qualified  handler  shall  have  the  right 

20  to  demand  and  receive  from  the  PromoFlor 

21  Council  out  of  the  escrow  account  a  one- 

22  time  refund  of  any  assessments  paid  by  or 

23  on  behalf  of  such  qualified  handler  during 

24  the  time  period  specified  in  subparagraph 

25  (A)(ii),  if— 

HR  17S8  IH 


34 


33 

1  (I)  such  qualified  handler  is  re- 

2  quired  to  pay  such  assessments; 

3  (II)  such  qualified  handler  does 

4  not  support  the  program  established 

5  under  this  Act; 

6  (III)   such  qualified  handler  de- 

7  mands  such  reftind  prior  to  the  con- 

8  duct  of  the  referendum  on  the  order 

9  under  section  7(a);  and 

10  (rV)  the  order  is  not  approved  by 

11  qualified  handlers  in  the  referendum. 

12  (ii)   Conditions. — The  right  of  any 

13  qualified  handler  to  receive  refunds  under 

14  clause  (i)  shall  be  subject  to  the  following 

15  conditions: 

16  (I)  Such  demand  shall  be  made 

17  in  accordance  with  regulations,  on  a 

18  form,  and  within  a  time  period  pre- 

19  scribed  by  the  PromoFlor  Council. 

20  (II)   Such  refund  shall  be  made 

21  only  on  submission  of  proof  satisfac- 

22  tory  to  the  Board  that  such  qualified 

23  handler  paid  the  assessment  for  which 

24  refund  is  demanded. 
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1  (III)  If  the  amount  in  the  escrow 

2  account  required  under  subparagraph 

3  (A)    is    not   sufficient   to    refund    the 

4  total     amount     of    assessments     de- 

5  manded  by  all  qualified  handlers  de- 

6  termined  eligible  for  refunds  and  the 

7  order  is  not  approved  in  the  referen- 

8  dum  on  the  order  under  section  7(a), 

9  the  PromoFlor  Council  shall  prorate 

10  the  amount  of  all  such  refunds  among 

11  all  eligible  qualified  handlers  that  de- 

12  mand  such  refund. 

13  (C)  Progrmi  approved. — The  order  shall 

14  provide  that,  if  the  order  is  approved  in  the  ref- 

15  erendum  under  section  7(a),  there  shall  be  no 

16  refunds  made  and  all  funds  in  the  escrow  ac- 

17  count  shall  be  returned  to  the  PromoFlor  Coun- 

18  cil  for  use  by  the  PromoFlor  Council  in  accord- 

19  ance  with  the  other  provisions  of  the  order. 

20  (5)  Use  of  assessment  funds. — The  order 

21  shall  provide  that  assessment  funds  (net  of  any  re- 

22  funds  paid  out  under  the  terms  of  the  order  con- 

23  tained  in  paragraph  (4))  shall  be  used  for  payment 

24  of  costs  incurred  in  implementing  and  administering 

25  the  order,  with  provision  for  a  reasonable  reserve, 
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1  and  to  cover  those  administrative  costs  incurred  by 

2  the   Secretary  in   implementing   and   administering 

3  this  Act,  except  for  the  salaries  of  Government  em- 

4  ployees  incurred  in  conducting  referenda. 

5  (i)  Prohibition. — The  order  shall  prohibit  the  use 

6  of  any  funds  received  by  the  PromoFlor  Council  in  any 

7  manner  for  the  purpose  of  influencing  legislation  or  gov- 

8  ernment  action  or  policy,  except  that  such  funds  may  be 

9  used  by  the  PromoFlor  Council  for  the  development  and 

10  recommendation  to  the  Secretary  of  amendments  to  the 

1 1  order. 

12  (j)  Books  and  Records;  Reports. — 

13  (1)  In  general. — The  order  shall  provide  that 

14  each    qualified    handler   shall    maintain,    and   make 

15  available  for  inspection,  such  books  and  records  as 

16  may  be  required  by  the  order  and  file  reports  at  the 

17  time,  in  the  manner,  and  having  the  content  pre- 

18  scribed  bv  the  order,  to  the  end  that  information  is 

19  made  available  to  the  Secretary  and  the  PromoFlor 

20  Council  as  is  appropriate  for  the  administration  or 

21  enforcement  of  this  Act,  the  order,  or  any  regulation 

22  issued  under  this  Act. 

23  (2)  Confidentiality  required. — 

24  (A)     Information    obtained    from    books, 

25  records,  or  reports  under  the  authority  provided 
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1  in    parajiri-aph    (1),    or    from    reports    required 

2  under  section  6(b)(3),  shall  be  kept  confidential 

3  by  all  officers  and  employees  of  the  Department 

4  of  Agi-iculture  and  by  the  staff  and  agents  of 

5  the  PromoFlor  Council,  and  only  such  informa- 

6  tion  so  obtained  as  the  Secretarj^  considers  rel- 

7  evant  may  be  disclosed  to  the  public  by  them 

8  and  then  only  in  a  suit  or  administrative  hear- 

9  ing  brought  at  the  request  of  the  Secretary,  or 

10  to  which  the   Secretary  or  any  officer  of  the 

11  United    States   is   a   party,    and   involving  the 

1 2  order. 

13  (B)  Nothing  in  subparagraph  (A)  may  be 

14  construed  to  prohibit — 

15  (i)  the  issuance  of  general  statements, 

16  based  on  the  reports,  of  the  number  of  per- 

17  sons  subject  to  the  order  or  statistical  data 

18  collected  therefrom,  which   statements  do 

19  not  identify  the  information  furnished  by 

20  any  person;  or 

21  (ii)  the  publication,  by  direction  of  the 

22  Secretary,  of  the  name  of  any  person  vio- 

23  lating  the  order,  together  with  a  statement 

24  of  the  particular  provisions  of  the  order 

25  violated  by  such  person. 
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1  (3)    Lists   of   importers. — The   order   shall 

2  provide  that  the  staff  of  the  PromoFlor  Council  peri- 

3  odically  shall  review  lists  of  importers  of  cut  flowers 

4  and  cut  greens  to  determine  whether  persons  listed 

5  therein  are  subject  to  the  order;   and  the  United 

6  States  Customs  Service  shall  provide  such  lists  at 

7  the  request  of  the  PromoFlor  Council. 

8  (k)  Consultations  With  Industry  Experts. — 

9  The  order  shall  provide  that  the  PromoFlor  Council,  from 

10  time  to  time,  may  seek  advice  from  and  consult  with  ex- 

11  perts  from  the  production,  import,  wholesale,  and  retail 

12  segments  of  the  cut  flowers  and  cut  greens  industry  to 

13  assist  in  the  development  of  promotion,  consumer  informa- 

14  tion,  and  related  research  plans  and  projects.  For  such 

15  purpose,  the  order  also  shall  authorize  the  appointment 

16  of  special  committees  composed  of  persons  other  than 

17  PromoFlor  Council  members.   No   such  committee  may 

18  provide  advice  or  recommendations  to  an  agency  or  officer 

19  of  the  Federal  Government,  but  shall  consult  directly  with 

20  the  PromoFlor  Council. 

21  (1)  Other  Terms  of  the  Order. — The  order  shall 

22  contain  such  other  terms  and  provisions,  not  inconsistent 

23  with  this  Act,  as  are  necessary  to  effectuate  this  Act,  (in- 

24  eluding  provision  for  the  assessment  of  a  charge  for  each 
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1  late  payment  of  assessments  under  subsection  (h))  and  as 

2  provided  in  section  6. 

3  SEC.  6.  EXCLUSION;  DETERMINATIONS. 

4  (a)  Exclusion. — ^Any  order  issued  under  this  Act 

5  shall  exclude  from  assessments  under  the  order  any  sale 

6  of  cut  flowers  or  cut  greens  for  export  from  the  United 

7  States. 

8  (b)  Making  Determinations. — 

9  (1)  In  general. — For  purposes  of  applying  the 

10  $750,000  annual  sales  limitation  to  specific  persons 

11  in  order  to  determine  status  as  a  qualified  handler 

12  or  an  exempt  handler  under  section  3(4),  or  to  spe- 

13  cific  facilities  in  order  to  determine  status  as  an  eli- 

14  gible   separate   facihty  under   section   7(b)(2),   any 

15  order  issued  under  this  Act  shall  provide  that — 

16  (A)  a  determination  of  a  person's  or  facih- 

17  ty's  annual  sales  volume  shall  be  based  on  the 

18  sales  of  cut  flowers  and  cut  greens  by  such  per- 

19  son  or  facility  during  the  most  recently-com- 

20  pleted  calendar  year,  except  as  provided  in  sub- 

21  paragraph  (B);  and 

22  (B)   with   respect  to   new  businesses   and 

23  other  operations   for  which   complete  data  on 

24  sales  during  all  or  part  of  the  most  recently- 

25  completed  calendar  year  are  not  available  to  the 
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1  PromoFlor  Council,  the  determination  may  be 

2  made  using  an  alternative  time  period  or  other 

3  alternative  procedures  specified  in  the  order. 

4  (2)  Rule  of  attribution. — For  purposes  of 

5  determining  the  annual  sales  volume  of  a  person  or 

6  a  separate  facility  of  a  person,  sales  attributable  to 

7  a  person  shall  include — 

8  (A)  in  those  cases  in  which  the  person  is 

9  an  individual,   sales   attributable   to   such  per- 

10  son's  spouse,  children,  grandchildren,  parents, 

11  and  grandparents; 

12  (B)  in  those  cases  in  which  the  person  is 

13  a  partnership  or  member  of  a  partnership,  sales 

14  attributable  to  the  partnership  and  other  part- 

15  ners  of  the  partnership; 

16  (C)  for  both  individuals  and  partnerships, 

17  sales  attributable  to  any  corporation  or  other 

18  entity  in  which  the  person  owns  more  than  50 

19  per  centum  of  the  stock  or  (if  the  entity  is  not 

20  a  corporation)  that  the  person  controls;  and 

21  (D)  in  those  cases  in  which  the  person  is 

22  a   corporation,    sales   attributable   to   any  cor- 

23  porate  subsidiary  or  other  corporation  or  entity 

24  in  which  the  corporation  owns  more  than  50  per 
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1  centum  of  the  stock  or  (if  the  entity  is  not  a 

2  corporation)  that  the  corporation  controls. 

3  For  purposes  of  this  paragraph,  stock  or  an  owner- 

4  ship   interest   in   an   entity   that   is   owned   by   the 

5  spouse,    children,    grandchildren,    parents,     grand- 

6  parents,  or  partners  of  an  individual,  or  by  a  part- 

7  nership  in  which  a  person  is  a  partner,  or  by  a  cor- 

8  poration  more  than  50  per  centum  of  the  stock  of 

9  which   is  o^vned  by  a  person,   shall  be  treated  as 

10  o\\Tied  by  the  individual  or  person. 

11  .  (3)  Reports. — For  purposes  of  this  subsection, 

12  the  order  may  require  each  person  that  sells  cut 

13  flowers  or  cut  greens  to  retailers  to  submit  reports 

14  to  the  PromoFlor  Council  on  annual  sales  by  such 

15  person.   Such  reports  shall  be  subject  to  the  con- 

16  fidentiality  requirements  provided  in  section  5(j)(2). 

17  SEC.  7.  REFERENDA, 

18  (a)  Requirement  for  Initial  Referendum. — 

19  (1)     Conduct. — Not     later     than     thirty-six 

20  months  after  the  issuance  of  an  order  under  section 

21  4(b)(3),  the  Secretary  shall  conduct  a  referendum 

22  among  qualified   handlers   required   to   pay  assess- 

23  ments    under    the    order,    as    provided    in    section 

24  5(h)(1),  subject  to  the  rules  on  voting  provided  in 
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1  subsection  (b),  to  ascertain  whether  or  not  the  order 

2  then  in  effect  shall  be  continued. 

3  (2)  Approval  of  order  needed. — The  order 

4  shall  be  continued  only  if  the  Secretary  determines 

5  that  the  order  has  been  approved  by  a  simple  major- 

6  ity  of  all  votes  cast  in  the  referendum.  If  the  order 

7  is  not  approved,  the  Secretary  shall  terminate  the 

8  order  as  provided  in  subsection  (d). 

9  (b)  Votes  Permitted. — 

10  (1)  In  general. — Each  qualified  handler  eligi- 

11  ble  to  vote  in  a  referendum  under  this  section  shall 

12  be  entitled  to  cast  one  vote  for  each  separate  facility 

13  of  the  person  that  is  an  eligible  separate  facility,  as 

14  defined  in  paragi'aph  (2). 

15  (2)  Eligible  separate  facility. — 

16  (A)  Separate  facility. — ^A  handling  or 

17  marketing  facility  of  a  qualified  handler  shall  be 

18  considered  a  separate  facility  if  it  is  physically 

19  located  away  from  other  facilities  of  the  quali- 

20  fied  handler  or  its  business  function  is  substan- 

21  tially  different  than  the  functions  of  other  fa- 

22  cilities  owned  or  operated  by  the  qualified  han- 

23  dler. 

24  (B)  Eligibility. — ^A  separate  facility  of  a 

25  qualified  handler  shall  be  considered  an  eligible 
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1  separate  facility  if  the  annual  sales  of  cut  flow- 

2  ers  and  cut  greens  to  retailers  and  exempt  han- 

3  dlers  from  such  facility  are  $750,000  or  more. 

4  (C)   Annual   sales   determined. — For 

5  purposes  of  determining  the  amount  of  annual 

6  sales  of  cut  flowers  and  cut  greens  under  sub- 

7  paragraph  (B)  of  this  paragi*aph,  the  rules  set 

8  out  in  subparagraphs   (A)   and   (C)   of  section 

9  3(4)  shall  be  applicable. 

10  (c)  Suspension  or  Termination  Referenda. — 

11  Effective   beginning  three  years   after   an   order   issued 

12  under  this  Act  is  approved  in  a  referendum  conducted 

13  under  subsection  (a),  the  Secretary — 

14  (1)  at  the  Secretary's  discretion,  may  conduct 

15  at  any  time  a  referendum  of  qualified  handlers  re- 

16  quired  to  pay  assessments  under  the  order,  as  pro- 

17  vided  in  section  5(h)(1),  subject  to  the  rules  on  vot- 

18  ing  provided  in  subsection  (b),  to  ascertain  whether 

19  or  not  qualified  handlers  favor  suspension  or  termi- 

20  nation  of  the  order;  and 

21  (2)    whenever    requested    by    the    PromoFlor 

22  Council   or  by   a   representative   group   comprising 

23  thirty  percent  or  more  of  all  qualified  handlers  re- 

24  quired  to  pay  assessments  under  the  order,  as  pro- 

25  vided  in  section  5(h)(1),  shall  conduct  a  referendum 
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1  of  all  qualified  handlers  required  to  pay  assessments 

2  under  the  order,  as  provided  section  5(h)(1),  subject 

3  to  the  rules  on  voting  provided  in  subsection  (b),  to 

4  ascertain  whether  or  not   qualified   handlers   favor 

5  suspension  or  termination  of  the  order. 

6  (d)  Suspension  or  Termination. — If,  as  a  result 

7  of  the  referendum  conducted  under  subsection  (a)(2),  the 

8  Secretary  determines  that  the  order  has  not  been  approved 

9  by  a  simple  majority  of  all  votes  cast  in  the  referendum, 

10  or  as  a  result  of  a  referendum  conducted  under  subsection 

11  (c),  the  Secretary  determines  that  suspension  or  termi- 

12  nation  of  the  order  is  favored  by  a  simple  majority  of  all 

13  votes  cast  in  the  referendum,  the  Secretary  shall — 

14  (1)   within   six   months   after   the   referendum, 

15  suspend  or  terminate,  as  appropriate,  collection  of 

16  assessments  under  the  order;  and 

17  (2)  suspend  or  terminate,  as  appropriate,  activi- 

18  ties  under  the  order  in  an  orderly  manner  as  soon 

19  as  practicable. 

20  (e)    Manner    of    Conducting    Referenda. — 

21  Referenda  under  this  section  shall  be  conducted  in  such 

22  manner  as  is  determined  appropriate  by  the  Secretary. 

23  SEC.  8.  PETITION  AND  REVIEW. 

24  (a)  Petition  and  Hearing. — 
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1  (1)  Petition. — ^A  person  subject  to  an  order 

2  issued  under  this  Act  may  file  with  the  Secretary  a 

3  petition — 

4  (A)  stating  that  the  order,  any  provision  of 

5  the  order,  or  any  obHgation  imposed  in  connec- 

6  tion  with  the  order  is  not  in  accordance  with 

7  law;  and 

8  (B)  requesting  a  modification  of  the  order 

9  or  an  exemption  from  the  order. 

10  (2)   Hearing. — The  petitioner  shall  be  given 

11  the   opportunity  for  a   hearing  on   a  petition  filed 

12  under  paragraph  (1),  in  accordance  with  regulations 

13  issued  by  the  Secretary.  Any  such  hearing  shall  be 

14  conducted  in  accordance  with  section  10(b)(2)  and 

15  be  held  ^vithin  the  United  States  judicial  district  in 

16  which  the  person's  residence  or  principal  place  of 

17  business  is  located. 

18  (3)  Ruling. — ^After  a  hearing  under  paragraph 

19  (2),  the  Secretary  shall  make  a  ruling  on  the  peti- 

20  tion,  which  shall  be  final  if  in  accordance  with  law. 

21  (b)  RE^aEW. —  ' 

22  (1)  Commencement  of  action. — The  district 

23  courts  of  the  United  States  in  any  district  in  which 

24  a  person  that  is  a  petitioner  under  subsection  (a)  re- 

25  sides  or  carries  on  business  are  hereby  vested  with 
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1  jurisdiction  to  review  the  Secretary's  ruling  on  such 

2  person's  petition,  if  a  complaint  for  that  purpose  is 

3  filed  within  twenty  days  after  the  date  of  the  entry 

4  of  such  ruling  by  the  Secretary. 

5  (2)  Process. — Service  of  process  in  proceed- 

6  ings  under  this  subsection  shall  be  conducted  in  ac- 

7  cordance  with  the  Federal  Rules  of  Civil  Procedure. 

8  (3)   Remand. — If  the   court   in   a   proceeding 

9  under    this    subsection    determines    that    the    Sec- 

10  retary's  ruling  on  the  person's  petition  is  not  in  ac- 

11  cordance  ^vith  law,  the  court  shall  remand  the  mat- 

12  ter  to  the  Secretary  with  directions  either — 

13  (A)  to  make  such  ruling  as  the  court  shall 

14  determine  to  be  in  accordance  with  law;  or 

15  (B)  to  take  such  further  action  as,  in  the 

16  opinion  of  the  court,  the  law  requires. 

17  (c)  Enforcement  Under  Section  9. — The  pend- 

18  ency  of  proceedings  instituted  under  this  section  shall  not 

19  impede,  hinder,  or  delay  the  Attorney  General  or  the  Sec- 

20  retary  from  obtaining  relief  under  section  9. 

21  SEC.  9.  ENFORCEMENT. 

22  (a)  Jurisdiction. — The  several  district  courts  of  the 

23  United  States  are  vested  ^\^th  jurisdiction  specifically  to 

24  enforce,  and  to  prevent  and  restrain  any  person  from  vio- 
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1  lating,  this  Act  or  an  order  or  regulation  made  or  issued 

2  bv  the  Secretary  under  this  Act. 

3  (b)  Referral  To  Attorney  General. — ^A  civil  ac- 

4  tion  brought  under  subsection  (a)  shall  be  referred  to  the 

5  Attorney  General  for  appropriate  action,  except  that  the 

6  Secretary  is  not  required  to  refer  to  the  Attorney  General 

7  a  violation  of  this  Act,  or  an  order  or  regulation  issued 

8  under  this  Act,  if  the  Secretary  believes  that  the  adminis- 

9  tration  and  enforcement  of  this  Act  would  be  adequately 

10  served  by  administrative  action  under  subsection  (c)  or 

1 1  suitable  Avritten  notice  or  warning  to  the  person  who  com- 

12  mitted  or  is  committing  the  violation. 

13  (c)  CmL  Penalties  and  Orders. — 

14  (1)  Cwih  penalties. — ^A  person  that  violates  a 

15  provision  of  this  Act,  or  an  order  or  regulation  is- 

16  sued  bv  the  Secretary  under  this  Act,  or  who  fails 

17  or  refuses  to  pay,  collect,  or  remit  any  assessment 

18  or  fee  duly  required  of  the  person  under  an  order  or 

19  regulation  issued  under  this  Act,  may  be  assessed  by 

20  the  Secretary — 

21  (A)  a  civil  penalty  of  not  less  than  $500 

22  nor  more  than  $5,000  for  each  such  \iolation; 

23  and 

24  (B)  in  the  case  of  a  willful  failure  to  remit 

25  an  assessment  as  required  by  an  order  or  regu- 
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1  lation,    an    additional    penalty    equal    to    the 

2  amount  of  such  assessment. 

3  Each  violation  shall  be  a  separate  offense. 

4  (2)  Cease  and  desist  orders. — In  addition 

5  to  or  in  lieu  of  a  civil  penalty  under  paragraph  (1), 

6  the  Secretary  may  issue  an  order  requiring  a  person 

7  to  cease  and  desist  from  continuing  any  such  viola- 

8  tion  of  this  Act,  order,  or  regulation. 

9  (3)  Notice  and  hearing. — No  penalty  shall 

10  be  assessed  or  cease  and  desist  order  issued  by  the 

11  Secretary  under  this  subsection  unless  the  Secretary 

12  gives  the  person  against  whom  the  penalty  is  as- 

13  sessed  or  the  order  is  issued  notice  and  opportunity 

14  for  a  hearing  before  the  Secretary  with  respect  to 

15  such  violation.  Any  such  hearing  shall  be  conducted 

16  in   accordance  "with   section    10(b)(2)    and   be   held 

17  within  the  United  States  judicial  district  in  which 

18  the  person's  residence  or  principal  place  of  business 

19  is  located. 

20  (4)  Finality. — The  penalty  assessed  or  cease 

21  and  desist  order  issued  under  this  subsection  shall 

22  be  final  and  conclusive  unless  the  person  against 

23  whom  the  penalty  is  assessed  or  the  order  is  issued 

24  files  an  appeal  with  the  appropriate  district  court  of 

25  the  United  States  in  accordance  with  subsection  (d). 
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1  (d)  RE\aEW  BY  District  Court. — 

2  (1)  Commencement  of  action. — ^Any  person 

3  against  whom  a  violation  is  found  and  a  civil  penalty 

4  assessed  or  cease  and  desist  order  issued  under  sub- 

5  section  (c)  may  obtain  review  of  the  penalty  or  order 

6  by— 

7  (A)  filing,  within  the  thirty-day  period  be- 

8  ginning  on  the  date  such  penalty  is  assessed  or 

9  order  issued,  a  notice  of  appeal  in  the  district 

10  court  of  the  United  States  for  the  district  in 

11  which  such  person  resides  or  carries  on  busi- 

12  ness,  or  in  the  United  States  district  court  for 

13  the  District  of  Columbia;  and 

14  (B)  simultaneously  sending  a  copy  of  the 

15  notice  by  certified  mail  to  the  Secretary. 

16  The  Secretary  promptly  shall  file  in  such  court  a 

17  certified  copy  of  the  record  on  which  the  Secretary 

18  found  that  the  person  had  committed  a  violation. 

19  (2)  Standard  of  RE\aEW. — ^A  finding  of  the 

20  Secretary  shall  be  set  aside  under  this  subsection 

21  only  if  the  finding  is  found  to  be  unsupported  by 

22  substantial  evidence. 

23  (e)  Failure  to  Obey  an  Order.— A  person  that 

24  fails  to  obey  a  cease  and  desist  order  issued  under  sub- 

25  section    (c)    after    the    order    has    become    final    and 
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1  unappealable,  or  after  the  appropriate  United  States  dis- 

2  triet  court  has  entered  a  final  jud^nent  in  favor  of  the 

3  Secretary,  shall  be  subject  to  a  civil  penalty  assessed  by 

4  the  Secretary  of  not  more  than  $5,000  for  each  offense, 

5  after  opportunity  for  a  hearing  and  for  judicial  review 

6  under  the  procedures  specified  in  subsections  (e)  and  (d). 

7  Each  day  during  vi^hieh  such  failure  continues  shall  be  con- 

8  sidered  as  a  separate  violation  of  such  order. 

9  (f)  Failure  to  Pay  a  Penalty. — If  a  person  fails 

10  to  pay  a  civil  penalty  assessed  under  subsection  (c)  or  (e) 

11  after  the  penalty  has  become  final  and  unappealable,  or 

12  after  the  appropriate  United  States  district  court  has  en- 

13  tered  final  judgment  in  favor  of  the  Secretary,  the  Sec- 

14  retary  shall  refer  the  matter  to  the  Attorney  General  for 

15  recoverv  of  the  amount  assessed  in  anv  United  States  dis- 

16  trict  court  in  which  the  person  resides  or  carries  on  busi- 

17  ness.  In  such  action,  the  validity  and  appropriateness  of 

18  the  civil  penalty  shall  not  be  subject  to  review. 

19  (g)  Additional  Remedies. — The  remedies  provided 

20  in  this  Act  shall  be  in  addition  to,  and  not  exclusive  of, 

21  other  remedies  that  may  be  available. 

22  SEC.  10.  INVESTIGATIONS  AND  POWER  TO  SUBPOENA. 

23  (a)  Im^STiGATlONS. — The  Secretaiy  may  make  such 

24  investigations  as  the  Secretarv^  considers  necessars^  for  the 

25  effective  administration  of  this  Act,  or  to  determine  wheth- 
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1  er  any  person  has  engaged  or  is  engaging  in  any  act  that 

2  constitutes  a  violation  of  this  Act,  or  any  order  or  regula- 

3  tion  issued  under  this  Act. 

4  (b)  Subpoenas,  Oaths,  and  Affirmations. — 

5  ( 1 )  In  general. — For  the  purpose  of  an  inves- 

6  tigation  under  subsection  (a),  the  Secretary  may  ad- 

7  minister  oaths  and  affirmations,  and  issue  subpoe- 

8  nas  to  require  the  production  of  any  records  that  are 

9  relevant  to  the  inquiry.  The  production  of  any  such 

10  records    may   be    required    from    any   place    in   the 

11  United  States. 

12  (2)  Administrative  hearings. — For  the  pur- 

13  pose  of  an  administrative  hearing  held  under  section 

14  8(a)(2)  or  9(c)(3),  the  presiding  officer  may  admin- 

15  ister   oaths   and   affirmations,    subpoena  -witnesses, 

16  compel  their  attendance,  take  evidence,  and  require 

17  the  production  of  any  records  that  are  relevant  to 

18  the  inquiry.  Such  attendance  of  witnesses  and  the 

19  production   of  any   such   records   may  be   required 

20  from  any  place  in  the  United  States. 

21  (c)  Aid  of  Courts. — 

22  (1)  In  general. — In  the  case  of  contumacy  by, 

23  or  refusal  to  obey  a  subpoena  issued  to,  any  person, 

24  the  Secretary  may  invoke  the  aid  of  any  court  of  the 

25  United  States  \\ithin  the  jurisdiction  of  which  such 
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1  investigation  or  proceeding  is  carried  on,  or  where 

2  such  person  resides  or  carries  on  business,  in  order 

3  to  enforce  a  subpoena  issued  under  subsection  (b). 

4  The  court  may  issue  an  order  requiring  such  person 

5  to  comply  with  such  a  subpoena.  Any  failure  to  obey 

6  such  order  of  the  court  may  be  punished  by  such 

7  court  as  a  contempt  thereof. 

8  (2)     Process. — Process     in     any     proceeding 

9  under  this  subsection  may  be  served  in  the  United 

10  States  judicial   district  in  which   the  person  being 

11  proceeded  against  resides  or  carries  on  business  or 

12  wherever  such  person  may  be  found. 

13  SEC.  11.  CONFIDENTIALITY. 

14  (a)  Prohibition. — No  information  on  how  a  person 

15  voted  in  a  referendum  conducted  under  this  Act  shall  be 

16  made  public. 

17  (b)  Penalty. — ^Any  person  knowingly  violating  sub- 

18  section  (a)  or  the  confidentiality  terms  of  an  order,  as  de- 

19  scribed  in  section  5(j)(2),  on  conviction  shall  be  subject 

20  to  a  fine  of  not  less  than  $1,000  nor  more  than  $10,000 

21  or  to  imprisonment  for  not  more  than  one  year,  or  both, 

22  and,  if  an  officer  or  employee  of  the  Department  of  Agri- 

23  culture  or  the  PromoFlor  Council,  shall  be  removed  from 

24  office. 


HR  1738  rfi 


53 

52 

1  (c)  Additional  Prohibition. — No  information  ob- 

2  tained  under  this  Act  may  be  made  available  to  any  agency 

3  or  officer  of  the  Federal  Government  for  any  puipose 

4  other  than  the  implementation  of  this  Act  and  any  inves- 

5  tigators^  or  enforcement  actions  necessary  for  the  imple- 

6  mentation  of  this  Act. 

7  (d)  Withholding  Inforal^tion  From  Congress 

8  Prohibited. — Nothing  in  this  Act  shall  be  construed  to 

9  authorize  the  withholding  of  information  from  Congress. 

10  SEC.  12.  AUTHORITY  FOR  SECRETARY  TO  SUSPEND  OR 

1 1  TERMINATE  ORDER. 

12  Wlienever  the  Secretary  finds  that  an  order  issued 

13  under  this  Act,  or  any  provision  of  the  order,  obstructs 

14  or  does  not  tend  to  effectuate  the  declared  policy  of  this 

15  Act,  the  Secretaiy  shall  terminate  or  suspend  the  oper- 

16  ation  of  such  order  or  provision  under  such  terms  as  the 

17  Secretary^  determines  appropriate. 

18  SEC.  13.  CONSTRUCTION. 

19  (a)     Termination     or     Suspension     Not    an 

20  Order. — The  termination  or  suspension  of  an  order,  or 

21  any  provision  thereof,  shall  not  be  considered  an  order 

22  under  the  meaning  of  this  Act. 

23  (b)  Producer  Rights.— Nothing  in  this  Act  may  be 

24  construed  to  provide  for  control  of  production  or  otherwise 

25  limit  the  right  of  individual  cut  flowers  and  cut  greens 
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1  producers  to  produce  cut  flowers  and  cut  greens.  This  Act 

2  seeks  to  treat  all  persons  producing  cut  flowers  and  cut 

3  greens  fairly  and  to  implement  any  order  established  here- 

4  under  equitably  in  every  respect. 

5  (c)  Other  Programs. — Nothing  in  this  Act  may  be 

6  construed  to  preempt  or  supersede  any  other  program  re- 

7  lating    to    cut    flowers    or    cut    greens    promotion    and 

8  consumer  information  organized  and  operated  under  the 

9  laws  of  the  United  States  or  any  State. 

10  SEC.  14.  REGULATIONS. 

1 1  The  Secretary  may  issue  such  regulations  as  are  nec- 

12  essary  to  carry  out  this  Act  and  the  powers  vested  in  the 

13  Secretary  by  this  Act,  including  regulations  relating  to  the 

14  assessment  of  late  payment  charges. 

15  SEC.  15.  AUTHORIZATION  OF  APPROPRIATIONS. 

16  (a)  In  General. — There  are  authorized  to  be  appro- 

17  priated  for  each  fiscal  year  such  sums  as  are  necessary 

18  to  carry  out  this  Act. 

19  (b)    Administrative    Expenses. — Funds    appro- 

20  priated  under  subsection  (a)  may  not  be  used  for  payment 

21  of  the  expenses  or  expenditures  of  the  PromoFlor  Council 

22  in  administering  any  provision  of  an  order  issued  under 

23  this  Act. 
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1  SEC.  16.  SEPARABILITY. 

2  If  any  provision  of  this  Act  or  the  apphcation  thereof 

3  to  any  person  or  circumstances  is  held  invahd,  the  vaUdity 

4  of  the  remainder  of  the  Act  and  of  the  apphcation  of  such 

5  pro\ision  to  other  persons  and  circumstances  shall  not  be 

6  affected  thereby. 
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May  12,  1993 
OPENING  STATEMENT  OF  CONGRESSMAN  CHARLIE  ROSE 

Good  Afternoon.   I  thank  everyone  for  attending  today's  hearing, 
and  I  look  forward  to  hearing  comments  on  HR  1738,  the  Fresh  Cut 
Flowers  and  Fresh  Cut  Greens  Promotion  and  Information  Act  of  1993. 

I  believe  that  a  promotion  program  would  be  highly  beneficial  to 
the  fresh  cut  flower  industry.   I  am  supportive  of  the  intent  of  this 
legislation,  which  is  to  boost  consumer  purchases  of  fresh  cut  flowers; 
however  I  do  understand  that  some  individuals  have  concerns  that 
assessments  based  on  value  of  the  commodity  could  place  an  unfair  burden 
on  domestic  growers. 

I  am  certain  that  this  hearing  and  subsequent  meetings  on  HR  1738 
will  allow  us  to  better  understand  and  to  properly  address  issues 
concerning  this  proposal.  As  many  of  you  know,  I  am  a  strong  proponent 
coalition  building  and  reaching  a  consensus  on  legislation;  and  I  believe  we 
can  reach  a  happy,  and  effective,  medium  on  this  program. 

Mr.  Lewis,  I  look  forward  to  working  with  you,  our  colleagues  on 
the  Committee,  and  the  assembled  groups  to  move  ahead  with  a  check-off 
program  that  has  the  support  of  the  entire  fresh  cut  flower  industry. 
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OPENING  STATEMENT  OF  HON.  TOM  LEWIS,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Lewis.  Thank  you,  Mr.  Chairman,  and  I  want  to  thank  you 
for  holding  this  hearing  to  review  H.R.  1738.  I  introduced  this  bill 
last  month  with  my  colleagues,  Mr.  Stenholm  and  Chairman  de  la 
Garza  and  others,  to  establish  a  fresh  cut  flower  and  fresh  cut 
greens  research  and  promotion  program. 

The  floral  industry  is  a  vital  industry  to  the  Nation.  From  the 
corner  gift  shop  to  the  local  grocer,  flower  sales  represent  an  impor- 
tant economic  base  to  many  businesses  nationwide.  Unfortunately, 
market  share  for  cut  flowers  has  declined,  and  per  capita  consump- 
tion of  cut  flowers  in  the  United  States  has  never  approached  the 
level  of  consumption  in  many  European  nations.  Although  the  flow- 
er industry  has  been  sending  the  "buy  flowers"  message  to  consum- 
ers for  years  through  voluntary  promotion  efforts,  the  industry's 
limited  resources  have  not  been  large  enough  to  mount  an  effective 
advertising  and  promotion  program. 

To  that  end,  after  consultation  with  the  industry  and  the  Depart- 
ment of  Agriculture,  I  introduced  legislation,  commonly  known  as 
the  PromoFlor  program,  to  establish  a  national  research  and  pro- 
motion order  to  strengthen  and  expand  the  marketshare  for  cut 
flowers  and  cut  greens. 

Briefly,  the  legislation  establishes  a  program  to  promote,  provide 
consumer  information  and  research  for  the  floral  industry.  Pro- 
motion activities  and  administration  of  PromoFlor  will  be  handled 
by  a  21-member  board  appointed  by  the  Secretary  of  Agriculture 
from  industry  nominations.  The  program  operates  at  no  cost  to  the 
Federal  Government  and  is  funded  by  an  assessment  of  one-half  of 
1  percent  of  the  gross  sales  price  of  fresh  cut  flowers  and  fresh  cut 
greens  sold  from  a  qualified  handler  to  a  retailer.  A  qualified  han- 
dler is  a  person,  including  a  cooperative,  wholesaler,  importer,  do- 
mestic grower,  or  shipper,  who  sells  domestic  or  imported  cut  flow- 
ers and  greens  to  retailers  and  exempt  handlers. 

For  the  record,  handlers  exempt  from  assessment  are  those 
whose  annual  sales  of  cut  flowers  and  cut  greens  to  retailers  are 
less  than  $750,000.  A  retailer  is  a  person,  including  a  retail  florist, 
supermarket,  or  mass  market  retail  outlet,  that  sells  cut  flowers  or 
cut  greens  to  consumers.  These  entities  are  not  assessed  under 
H.R.  1738.  A  retail  supermarket  is  treated  as  a  retailer  under  this 
legislation  and  is  not  assessed  unless  they  meet  the  following  two 
criteria:  The  supermarket  must  own  a  distribution  center  that  sells 
fresh  cut  flowers  and  greens  to  entities  other  than  themselves,  and 
the  supermarket  must  also  realize  $750,000  in  gross  annual  sales. 

Because  a  large  percentage  of  cut  flowers  and  greens  are  im- 
ported and  not  domestically  grown,  the  assessment  only  takes  place 
at  the  wholesaler  or  handler  level.  A  domestic  grower  or  producer 
is  not  assessed  unless  they  also  act  as  a  qualified  handler. 

PromoFlor  will  not  be  continued  unless  the  program  is  approved 
by  a  majority  of  assessment-paying  handlers  in  a  referendum  con- 
ducted 3  years  after  the  order  is  issued.  Refunds  will  only  be  pro- 
vided if  the  program  is  discontinued  in  the  initial  referendum. 

I  would  like  to  point  out  that  H.R.  1738  has  impressive  and  nec- 
essary support  of  the  entire  spectrum  of  the  floral  industry,  includ- 
ing producers,  wholesalers,  wire  services,  importers,  and  retailers. 
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However,  as  in  the  case  with  most  legislation,  PromoFlor  is  not 
without  some  opposition.  The  subcommittee  has  invited  individuals 
who  have  expressed  opposition  to  the  legislation  to  today's  hearing 
to  voice  their  concerns.  I,  along  with  my  colleagues,  welcome  this 
input  in  an  effort  to  craft  the  best  possible  legislation. 

Promotion  orders  have  a  proven  track  record  in  increased  sales 
and  consumption.  By  pooling  industry  resources,  the  same  suc- 
cesses realized  by  the  potato,  egg,  beef,  and  pork  industries  will,  no 
doubt,  be  experienced  by  each  and  every  component  of  the  floral  in- 
dustry. 

So  I  welcome  each  of  you  here  today  and  look  forward  to  your 
testimony. 

Again,  Mr.  Chairman,  thank  you  for  the  time  and  also  for  hold- 
ing this  hearing. 

Mr.  Rose.  Thank  you  very  much,  Mr.  Lewis. 

I  ask  unanimous  consent  that  my  statement  appear  in  the  record 
immediately  before  the  statement  just  made  by  Mr.  Lewis.  Is  there 
objection? 

[No  response.] 

Mr.  Rose.  Without  objection,  so  ordered. 

Does  anybody  else  at  the  table  have  an  opening  statement  they'd 
like  to  make? 

[No  response.] 

Mr.  Rose.  Mr.  Clayton,  we  saw  you  last  week.  I  guess  we'll  kind 
of  make  this  regular  for  a  while,  if  you'll  hold  this  on  your  schedule 
for  us.  [Laughter.] 

We're  very  happy  to  welcome  Mr.  Kenneth  Clayton,  the  Acting 
Assistant  Secretary  for  Marketing  and  Inspection  Services,  USDA, 
Washington,  DC. 

Mr.  Clayton. 

STATEMENT  OF  KENNETH  C.  CLAYTON,  DEPUTY  ADMINIS- 
TRATOR, MARKETING  PROGRAMS,  AGRICULTURAL  MARKET- 
ING SERVICE,  U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOM- 
PANIED  BY  CHARLES  BRADER,  DIRECTOR,  FRUIT  AND  VEGE- 
TABLE DIVISION 

Mr.  Clayton.  Thank  you  very  much,  Mr.  Chairman.  I  appreciate 
your  kind  welcome. 

I  am  pleased  to  report  to  you  today  that  within  the  past  hour, 
Eugene  Brsmstool  was  sworn  in  as  the  Department's  Assistant  Sec- 
retary for  Marketing  and  Inspection  Services.  Consequently,  I  be- 
lieve I'm  appearing  before  you  today  as  the  Deputy  Administrator 
for  Marketing  Programs  of  the  Agricultural  Marketing  Service,  so 
perhaps  the  record  could  reflect  that  in  the  interest  of  accuracy. 

We  appreciate  the  opportunity  to  appear  back  before  your  sub- 
committee to  discuss  H.R.  1738,  the  proposed  Fresh  Cut  Flowers 
and  Fresh  Cut  Greens  Promotion  and  Information  Act  of  1993.  Ac- 
companying me  today  again  is  Charles  Brader,  Director  of  our 
Fruit  and  Vegetable  Division  at  the  Agricultural  Marketing  Serv- 
ice. 

Mr.  Chairman,  I'll  briefly  summarize  my  testimony,  but  do  re- 
quest that  the  full  text  of  my  submitted  statement  be  included  for 
the  record. 
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Mr.  Rose.  Without  objection,  your  prepared  statement  will  ap- 
pear in  the  record. 

Mr.  Clayton.  As  you  know,  the  Department  has  long  been  sup- 
portive of  industry  self-help  initiatives  for  the  agricultural  sector  to 
improve  its  competitive  position  in  the  marketplace.  Industry  self- 
help  initiatives  such  as  the  one  we  are  reviewing  today  are  collec- 
tively yielding  in  excess  of  one-half  of  1  billion  dollars  annually  to 
help  enhance  the  market  position  of  agricultural  products. 

The  floral  industry  has  found  that  the  consumption  of  floral 
products  is  considerably  lower  in  the  United  States  than  in  many 
other  places  in  the  world.  Pooling  of  resources  for  this  type  of  pro- 
motion eflbrt  should,  therefore,  benefit  the  entire  industry.  Con- 
sequently, we  have  no  objection  to  H.R.  1738. 

H.R.  1738  provides  for  a  nationwide  program  of  commodity  pro- 
motion, funded  by  handlers,  to  maintain  and  expand  markets  for 
fresh  cut  flowers  and  fresh  cut  greens.  The  legislation  is  patterned 
after  other  statutes,  and  the  program  would  be  implemented 
through  a  promotion  order,  as  under  other  statutes,  with  oversight 
by  the  Department. 

The  Fresh  Cut  Flowers  and  Fresh  Cut  Greens  Promotion  and  In- 
formation Order  will  cover  both  domestically  grown  and  imported 
cut  flowers  and  cut  greens.  Promotion  activities  and  the  adminis- 
tration of  the  order  will  be  handled  by  a  21-member  PromoFlor 
Council  appointed  by  the  Secretary  from  industry  nominations. 

Activities  under  the  order  will  be  paid  for  by  assessments  of  one- 
half  of  1  percent  on  gross  product  sales  of  cut  flowers  and  cut 
greens  by  nonexempt  handlers  to  retailers.  Handlers  with  sales  of 
cut  flowers  and  cut  greens  to  retailers  or  other  exempt  handlers  of 
less  than  $750,000  annually  are  exempt  from  assessment,  as  are 
exported  floral  products. 

An  initial  referendum  on  the  order  must  be  conducted  not  later 
than  36  months  after  the  order  is  issued.  A  provision  is  made  for 
an  escrow  account  to  provide  refunds  to  those  individuals  who  re- 
quest them,  should  the  order  fail  to  be  approved  in  the  referendum. 
If  the  order  is  approved  in  the  referendum,  the  escrow  funds  would 
be  available  to  the  council  for  its  use,  and  no  further  refunds  would 
be  allowed. 

After  the  first  3  years  the  order  is  in  effect,  the  council  could  rec- 
ommend an  increase  or  a  decrease  in  the  assessment  by  as  much 
as  one-quarter  of  1  percent  annually,  with  the  maximum  assess- 
ment level  being  1  percent  of  the  gross  sales  price  of  product  sold 
or  transaction  amount.  Any  change  in  the  assessment  rate  or  for- 
mula could  be  made  when  recommended  by  the  council  and  with 
approval  by  the  Secretary.  We  believe  further  legislative  clarifica- 
tion is  needed  on  this  procedure  for  changing  the  assessment  rate 
to  ensure  that  such  changes  are  made  through  the  notice  and  com- 
ment process. 

I  might  note  parenthetically  that  the  existing  language  perhaps 
implies  the  appropriate  procedure,  but  it  would  be  helpful  if  it  was 
explicitly  noted  in  the  authorizing  legislation.  We  have  provided 
draft  language  to  committee  staff  that  we  believe  would  accommo- 
date these  changes. 

H.R.  1738  also  provides  that  in  all  referendum  votes  approval 
must  be  by  a  simple  majority  of  all  eligible  handlers  voting.  Civil 
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and  criminal  enforcement  remedies  would  be  comparable  to  provi- 
sions contained  in  other  similar  statutes.  The  council  would  reim- 
burse the  Department  for  the  costs  of  implementing  and  admin- 
istering the  program,  except  for  the  salaries  of  Federal  employees 
which  are  incurred  in  conducting  referenda.  These  costs  are  ex- 
pected to  amount  to  about  $125,000  annually,  including  legal  costs. 

Mr.  Chairman,  the  leading  States  in  the  United  States  producing 
fresh  cut  flowers  and  fresh  cut  greens,  by  wholesale  value,  are  Cali- 
fornia, which  produces  approximately  60  percent  of  the  domestic 
crop,  followed  by  Florida,  at  7  percent;  Colorado,  at  5  percent;  New 
York  and  Hawaii,  at  4  percent  each;  and  Pennsylvania,  at  3  per- 
cent. Major  countries  exporting  fresh  cut  flowers  and  fresh  cut 
greens  to  the  United  States,  by  value,  are  Colombia,  which  ac- 
counts for  approximately  65  percent,  followed  by  the  Netherlands, 
at  15  percent,  and  Mexico,  at  4  percent. 

The  National  Agricultural  Statistics  Service  reported  that  flori- 
culture grower  sales  of  domestic  cut  flowers  and  cut  greens  were 
$570  milHon  in  1992.  Imports  were  valued  at  $356  million  in  1992, 
according  to  the  U.S.  Customs  Service.  For  assessment  purposes, 
this  basic  value  of  imported  and  domestic  product  would  be  coupled 
with  charges  for  packaging,  freight,  storage,  and  other  related 
costs.  Depending,  of  course,  on  the  number  of  handlers  subject  to 
assessment,  an  initial  assessment  rate  of  one-half  percent  of  the 
gross  sales  price  on  product  sold  could  potentially  yield  revenues  in 
the  range  of  $5  million  to  $10  million  annually. 

In  summary,  Mr.  Chairman,  my  testimony  has  addressed  new 
legislative  authority  for  a  research  and  promotion  program  for  the 
floral  industry.  We  believe  H.R.  1738  conforms  to  the  Department's 
legislative  guidelines  and  will  enable  the  floral  industry  to  improve 
its  competitive  position  in  the  marketplace. 

We  urge  your  consideration  of  the  amendments  provided  earlier 
to  committee  staff.  These  amendments  will  clarify  sections  3  and 
5  of  the  proposed  statute.  They  provide  for  a  notice  and  comment 
procedure  on  assessment  changes,  and  the  establishment  of  the 
uniform  percentage  for  constructing  annual  sales  amounts.  They 
also  provide  for  establishing  the  uniform  percentage  in  the  initial 
order. 

Like  all  commodity  research  and  promotion  programs,  the  De- 
partment will  provide  active  oversight  to  ensure  that  the  program 
is  carried  out  in  accordance  with  the  authorizing  statute  and  order. 
Annual  budgets  and  work  plans  of  the  board  must  be  approved  by 
the  Secretary,  and  Department  staff  will  regularly  attend  meetings 
of  the  board.  This  ongoing  and  active  oversight  helps  assure  that 
industry-generated  funds  are  expended  for  the  purposes  intended. 

Mr.  Chairman,  that  concludes  my  statement.  We'll  be  pleased  to 
respond  to  any  questions  that  you  or  the  subcommittee  might  have. 

[The  prepared  statement  of  Mr.  Clayton  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Rose.  Any  questions  from  the  panel? 

Mr.  Lewis.  Mr.  Chairman,  I  have  a  few  questions. 

Mr.  Rose.  Mr.  Lewis. 

Mr.  Lewis.  Mr.  Clayton,  given  your  experience  and  the  experi- 
ence of  Mr.  Brader  in  the  area  of  research  and  promotion  pro- 
grams, how  would  you  assess  industry  support  for  the  PromoFlor 
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program   compared   to   other   research   and   promotion   programs? 
Strong?  Broad-based?  Weak? 

Mr.  Clayton.  Mr.  Lewis,  based  on  contacts  that  we've  had  with 
the  industry,  it  would  be  my  behef  that  support  in  fact  is  rather 
broad-based.  Certainly,  I'm  aware  that  there  are  some  elements  out 
in  the  industry  who  take  a  different  view  on  that,  but  it  would 
seem  to  us,  based  on  the  contacts  that  we've  had,  that  the  support 
falls  in  the  broad-based  area. 

Mr.  Lewis.  Thank  you.  You  discussed  the  need  to  clarify  that  any 
subsequent  changes  in  the  rate  of  assessment  shall  be  made  after 
the  opportunity  for  notice  and  comment.  Can  you  please  explain 
the  need  for  the  clarification  on  that? 

Mr.  Clayton.  Yes,  sir,  I'd  be  happy  to  do  that.  As  the  draft  stat- 
ute currently  reads,  if  taken  literally,  it  would  suggest  that  the 
council  could  recommend,  and  the  Secretary  could  simply  approve, 
any  change  in  an  assessment  rate.  Certainly,  when  it  comes  to  ac- 
tivities of  the  council — project  proposals,  research  plans,  those 
kinds  of  things — that  is  an  appropriate  procedure.  However,  on 
something  that  involves  an  issue  like  assessment  rates,  which 
clearly  has  a  broad  impact  on  those  who  participate  in  the  pro- 
gram, it  would  be  our  view  that  one  needs  to  develop  a  full  public 
record  of  views  on  any  such  change,  and  we  would  think  that  pro- 
cedures under  the  Administrative  Procedures  Act  ought  to  be  fol- 
lowed— that  is,  notice  and  comment  procedures. 

Mr.  Lewis.  Other  than  the  notice  and  comment  recommendation, 
are  there  any  other  problems  you  might  see  with  the  legislation? 

Mr.  Clayton.  The  only  other  point  that  we  have  noted  has  to  do 
with  the  so-called  uniform  percentage,  which  is  a  value  which  is 
constructed  to  apply  in  those  cases  where  flowers  might  be  sold  di- 
rectly at  retail  by,  for  example,  importers  or  producers.  Given  that 
this  program  is  intended  to  apply  at  the  wholesale  level,  one  would 
need  to  take  a  retail  price  and  back  it  down  to  the  wholesale  level. 
Therefore,  this  uniform  percentage  must  be  derived  in  some  fash- 
ion. I  think  the  process,  once  the  council  is  up  and  running,  as  de- 
fined in  the  statute  is  fine.  Certainly,  the  council  can  work  to  de- 
velop that  percentage. 

The  problem  comes  at  the  outset  when  there  is  no  council  in 
place  when  the  initial  order  is  established  and  a  uniform  percent- 
age rate  needs  to  be  included  in  the  initial  order.  So  rather  than 
suggest  in  the  legislation  that  the  council  will  be  developing  that 
uniform  percentage  in  the  initial  order,  we  need  to  indicate  that 
the  uniform  percentage  in  the  initial  order  itself  is  developed 
through  the  normal  open,  public  process.  It's  more  of  a  technical 
thing,  but  it  is  in  fact  important  to  getting  the  program  up  and 
running. 

Mr.  Lewis.  Regarding  treatment  of  domestic  producers,  Mr.  Clay- 
ton, is  there  any  provision  under  H.R.  1738  that,  in  your  view,  is 
discriminatory  or  adverse  to  the  interest  of  domestic  producers  of 
cut  flowers  and  cut  greens? 

Mr.  Clayton.  As  we  would  review  the  proposed  statute,  the  bur- 
den of  the  assessment  really  applies  to  those  who  will  be  handling 
the  cut  flowers  and  the  cut  greens.  Only  those  producers  who  di- 
rectly market  these  products  would  be  impacted  by  the  assessment. 
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So,  as  constructed,  it  would  appear  to  us  that  the  program  would 
not  in  any  way  discriminate  against  domestic  producers. 

In  fairness  I  should  note  that  depending  on  whether  or  not  that 
assessment  is  in  some  way  passed  back  or  passed  forward,  the  han- 
dlers— and  it  depends  really  on  the  kind  of  market  they're  operat- 
ing in — may  have  opportunities  to  pass  that  assessment  on  to  con- 
sumers on  the  one  hand,  or  on  the  other  hand  they  have  opportuni- 
ties to  pass  it  back  to  producers.  There  could  possibly  be  some  im- 
pact on  producers,  depending  on  how  that  would  operate.  But  I 
would  note  there  that  it  seems  to  me  that  the  impact  on  foreign 
producers  would  be  just  as  much  as  it  would  be  on  domestic  pro- 
ducers. 

Mr.  Lewis.  Have  you  seen  that  problem  happen  during  your  ex- 
perience? 

Mr.  Clayton.  This  program  is  being  constructed  a  bit  differently 
than  other  research  and  promotion  pro-ams,  so  it  would  be  dif- 
ficult to  draw  any  conclusions  from  the  other  programs. 

Mr.  Lewis.  I  have  one  final  question,  Mr.  Chairman. 

Mr.  Clayton,  written  testimony  submitted  last  night  on  behalf  of 
the  Concerned  Domestic  Growers  and  Handlers  recommends  elimi- 
nating the  escrow  account  to  make  refunds  available  to  handlers 
who  do  not  wish  to  participate  in  the  program  on  an  ongoing  basis. 
Would  you  comment  on  that  proposal,  please? 

Mr.  Clayton.  The  Department's  position  is  that  some  provision 
for  refunds  ought  to  be  permitted  up  and  until  a  referendum  is 
held.  Obviously,  if  there  is  an  up-front  referendum,  then  the  issue 
is  decided  up  front.  Equally  acceptable  to  the  Department,  how- 
ever, is  the  situation  where  the  referendum  is  delayed  for  some  pe- 
riod of  time.  Our  view  there  is  that  some  provision  must  be  made 
to  at  least  hold  refund  money  in  escrow  so  that  refunds  could  be 
available  should  the  program  not  pass  in  the  referendum. 

Mr.  Lewis.  And  to  finish  on  that  question,  the  testimony  also 
states,  "There  are  seven  promotion  orders  in  place  that  have  ongo- 
ing refund  programs."  Will  you  clarify  this  situation  for  the  record? 

Mr.  Clayton.  Mr.  Lewis,  I  would  probably  have  to  clarify  that 
for  the  record.  My  belief  is  that  it  is  fewer  than  seven  now.  At  a 
point  in  time,  that  number  was  probably  accurate,  but  changes 
were  made,  particularly  in  the  1990  farm  bill,  to  several  of  the  pro- 
grams where  the  refund  provision  was  eliminated.  So  I'm  not  quite 
sure  what  the  current  count  is,  but  I'd  be  happy  to  get  that  for  you. 

[The  information  follows:] 

Commodity  Research  and  Promotion  Programs  With  Refund  Provisions 

Four  commodity  research  and  promotion  programs — namely,  limes,  pecans,  soy- 
beans, and  watermelons — currently  authorize  some  type  of  refund.  The  programs  for 
limes,  pecans  and  soybeans  authorize  refunds  prior  to  the  initial  referendum;  and 
in  the  soybean  program,  the  Secretary  is  required  to  conduct  a  poll  of  producers  to 
determine  if,  in  fact,  they  want  a  referendum  conducted  or  whether  to  continue  re- 
funds. Additionally,  the  watermelon  program  contains  a  refund  provision;  however, 
H.R.  653  includes  language  to  eliminate  the  refund  provision. 

Mr.  Lewis.  Thank  you,  Mr.  Clayton. 
Thank  you,  Mr.  Chairman. 
Mr.  Rose.  Any  other  questions?  Yes,  sir. 
Mr.  GOODLATTE.  Mr.  Chairman,  thank  you. 
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I  have  been  contacted  by  some  of  the  wholesalers  who  are  mem- 
bers of  this  organization  that  was  alluded  to  who  are  not  happy 
with  this,  and  they  have  a  concern,  and  apparently  this  concern 
may  carryover  to  some  of  the  domestic  growers  as  well.  Have  you 
received  any  negative  reaction  from  domestic  growers  regarding 
this  program? 

Mr.  Clayton.  Congressman,  all  that  I've  seen  is  some  of  the  cor- 
respondence which  the  group  we're  talking  about  has  circulated.  I 
don't  believe  we  at  the  Department  have  had  a  lot  of  other  contact 
from  those  with  concerns,  so  it  would  be  difficult  for  me  to  gauge 
the  extent  to  which  those  concerns  exist.  I  am  certamly  aware  of 
them.  I've  seen  the  correspondence,  but  that's  about  it. 

Mr.  GOODLATTE.  One  of  the  concerns  that  has  been  raised  is  that 
because  of  the  apparently  lower  cost  of  imported  flowers,  when  this 
percentage  is  tacked  to  them  relative  to  the  same  percentage  being 
tacked  onto  a  higher-priced  domestic  flower,  the  seller  of  that  do- 
mestic flower  is  pa3ring  a  larger  share  of  the  cost  because  of  the 
fact  that  the  flower  itself  cost  more.  Has  that  been  addressed? 

Mr.  Clayton.  I  think  in  the  way  that  the  program  is  con- 
structed, it  perhaps  has  been  addressed,  at  least  in  part.  By  levy- 
ing the  assessments  at  the  handler  or  wholesale  level,  a  lot  of  those 
differences  tend  to  work  themselves  out.  I  am  not  an  expert  in  the 
flower  business  and  in  pricing  of  cut  flowers  and  cut  greens.  But 
essentially,  as  I  understand  it,  when  these  products  reach  that 
wholesale  level,  the  imported  and  domestic  product  become  signifi- 
cantly commingled  and  lose  identity.  I'm  not  quite  sure  that  one 
can  in  fact  trace  it  back  in  the  fashion  that  has  been  described. 

Mr.  GoODLATTE.  That  raises  the  next  question  that  they  have 
brought  up,  and  that  is  that  a  lot  of  the  importers  and  some  of  the 
larger  wholesalers  will  sell  direct  to  large  retailers,  large  retail  es- 
tablishments. They  are  concerned  that  there's  going  to  have  to  be 
some  very  tight  recordkeeping  requirements  on  these  companies 
who  will  not  have  to  pay  this  assessment  on  those  sales  that  they 
make  to  wholesalers,  but  will  have  to  make  it  on  those  that  they 
make  to  retailers,  and  they're  concerned  that  the  wholesalers  who 
are  paying  all  of  the  assessment  because  their  entire  business 
would  be  assessed,  it  would  be  easy  to  calculate. 

How  are  we  going  to  enforce  the  recordkeeping  with  those  compa- 
nies that  are  going  to  be  partially  selling  to  wholesalers  and  par- 
tially selling  to  retailers?  It's  going  to  create  some  problems,  will 
it  not? 

Mr.  Clayton.  My  understanding  is,  at  least  as  has  been  de- 
scribed by  the  proponents  of  this  program,  that  rather  good  records 
are  kept.  Certainly,  one  of  the  underlying  provisions  provided  for 
in  the  statute  is  access  to  all  necessary  records  by  those  running 
the  program  and/or  the  Department  for  audit  purposes.  So  it  would 
be  my  belief  that  we  would  in  fact  be  able  to  track  that  back.  But 
in  fairness  I  must  say  some  of  that  remains  to  be  seen. 

Mr.  GooDLATTE.  Are  there  any  similar  circumstances  with  any  of 
the  other  programs  that  currently  exist? 

Mr.  Clayton.  This  program,  as  I've  indicated,  is  going  to  operate 
a  bit  differently  than  most  of  the  others,  because  it  will  be  assess- 
ing the  product  at  the  wholesale  or  handler  level.  I  am  reminded, 
though,  that  some  of  the  other  programs  do  have  to  deal  with  sales 
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at  roadside  stands  and  sales  of  that  nature,  and  we  have  managed 
under  those  other  programs  to  acquire  the  necessary  records  and 
do  the  necessary  kinds  of  comphance  enforcement. 

Mr.  GOODLATTE.  That  would  be  a  very  small  percentage  of  the 
overall  market.  Here  it's  a  different  situation  where  grocery  stores 
and  other  major  retailers  that  buy  direct  would  be  a  growing  and 
very  substantial  part  of  the  market. 

Mr.  Clayton.  I  can't  disagree  with  you  on  that. 

Mr.  GoODLATTE.  Thank  you,  Mr.  Chairman. 

Mr.  Rose.  Any  other  questions?  Yes,  sir. 

Mr.  POMBO.  Thank  you. 

I  just  have  one  question.  You've  testified  that  there  appears  to 
be  broad-based  support  among  the  industry  for  this  type  of  a  pro- 
gram, and  you've  also  testified  that  the  industry  keeps  very  good 
records  and  that,  in  your  opinion,  it  would  be  easy  to  trace  this 
back  and  assess  properly.  In  your  opinion,  why  would  we  have  to 
create  a  Government-based  program  such  as  this  versus  letting  the 
industry  do  this  within  their  own  means? 

Mr.  Clayton.  Congressman,  I  think  the  answer  is  probably  bet- 
ter found  with  the  industry.  I  can  only  observe  that  any  number 
of  agricultural  industries  have  concluded  that  collectively  they  do 
better  than  if  they  try  to  operate  separately  or  under  some  type  of 
voluntary  arrangement.  Certainly,  both  kinds  of  situations  exist, 
and  I  think  it's  really  a  function  of  what  the  industry  believes 
would  best  serve  them. 

I  can  tell  you  from  the  Department's  point  of  view,  we  remain 
neutral  on  that  point.  We  stand  ready  to  oversee  and  help  imple- 
ment programs  of  these  types  if  industry  deems  it  the  best  way  for- 
ward. On  the  other  hand,  we  do  not  go  out  and  solicit  business  of 
this  type  from  industries,  either. 

So  I  think  it  better  you  ask  that  question  of  the  industry  than 
I.  We  stand  ready  to  be  of  service  if  we  can. 

Mr.  POMBO.  Thank  you. 

Mr.  Rose.  Any  other  questions? 

Mr.  Lewis.  Mr.  Chairman,  I  have  one  final  question  for  Mr.  Clay- 
ton. 

How  many  research  and  promotion  programs  have  a  delayed  ref- 
erendum, and  what  are  some  of  the  reasons  industry  chooses  to 
have  a  delayed  referendum  rather  than  an  up-front  referendum? 

Mr.  Clayton.  Six  programs  currently  have  a  delayed  referendum 
provision.  Let  me  also  respond  to  the  second  part  of  your  question 
in  terms  of  why  industries  have  chosen  to  go  that  route.  It  is  my 
understanding  that  in  all  cases  it's  felt  that  in  order  to  give  a  fair 
assessment  of  a  program  such  as  this — that  is,  by  those  who  would 
vote  for  or  against  it  in  a  referendum — that  a  program  should  have 
an  opportunity  to  at  least  get  up  and  running  and  show  what  it 
can  do.  I  think  fundamentally  that's  what  it  comes  down  to. 

As  you  note  in  your  question,  a  number  of  programs  have  gone 
that  direction.  I  think  amongst  the  more  recent  programs  that  have 
been  authorized,  the  vast  majority  of  them  have  in  fact  chosen  to 
go  the  direction  of  a  delayed  referendum.  In  fact,  I  think  only  the 
mushroom  program  opted  for  an  up-front  referendum.  All  the  rest, 
several  of  which  were  authorized  in  the  1990  farm  bill,  chose  the 
delayed  referendum  route. 
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Mr.  Lewis.  So  in  an  abundance  of  fairness,  you  start  this  pro- 
gram, the  program  has  the  opportunity  to  move  forward  for  a  pe- 
riod of  time,  and  then  you  have  a  referendum,  and  if  folks  found 
out  that  it  wasn't  what  it  was  supposed  to  be,  then  they  could  kill 
the  program. 

Mr.  Clayton.  That  would  be  correct. 

Mr.  Lewis.  Thank  you. 

Mr.  Rose.  One  last  question. 

Mr.  Kingston.  Mr.  Clayton,  I  just  wanted  to  ask  a  follow-up  on 
Congressman  Pombo's  question,  and  I  probably  was  only  half  lis- 
tening and  not  paying  attention,  and  I  apologize.  To  do  this 
interindustry  without  the  Government,  what  would  be  the  down 
side  of  doing  it  that  way? 

Mr.  Clayton.  I  think  industry  has  found  as  often  as  not  under 
voluntary  programs  that  there  is  a  tendency  for  industry  members 
to — to  use  a  term — be  free  riders,  that  "We'll  let  the  guy  down  the 
road  pay  in,  and  quietly  we'll  just  take  the  benefits  of  the  pro- 
gram." I  think  industries  have  found  that  it's  very  difficult  to  get 
the  critical  mass  of  resources  needed  to  launch  an  effort  such  as 
this.  You  do  run  into  this  free  rider  problem.  Industries  at  least 
that  have  these  types  of  programs  have  concluded  it  is  better  to  do 
it  as  a  group  through  an  authorizing  statute. 

Mr.  Kingston.  What  is  the  penalty  for  not  paying? 

Mr.  Clayton.  There  is  actually  a  range  of  penalty,  I'm  told, 
which  runs  fi-om  $500  to  $5,000  on  an  offense.  Obviously,  depend- 
ing on  the  degree  of  offense,  whether  it's  a  repeat  offense,  those 
kinds  of  factors  would  dictate  at  what  level  the  penalty  was  levied. 

Mr.  Kingston.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Rose.  Thank  you  very  much,  gentlemen.  We  appreciate  your 
being  here,  and  we'll  excuse  you  at  this  time.  Thank  you  for  your 
testimony. 

Mr.  Clayton.  Thank  you,  Mr.  Chairman. 

Mr.  Rose.  Our  next  group  is  a  panel  of  three  individuals:  C.B. 
(Bob)  Euser,  president  of  Bob  Euser's  Wholesale  Florist,  and  presi- 
dent, Concerned  Domestic  Flower  Growers  and  Handlers,  Com- 
merce City,  Colorado;  Mr.  David  Ninomiya,  president  of  Ninomiya 
Nursery,  and  secretary,  Concerned  Domestic  Flower  Growers  and 
Handlers,  Richmond,  California;  and  Mr.  Terence  Stewart,  special 
counsel  to  the  Floral  Trade  Council,  Stewart  and  Stewart  Attor- 
neys, Washington,  DC. 

Gentlemen,  we  would  appreciate  it  if  you  would  summarize  as 
best  you  can  your  point  of  view  on  this  issue,  and  we'll,  without 
any  objection,  put  your  full  statement  in  the  record.  Thank  you  for 
being  here. 

Mr.  Euser, 

STATEMENT  OF  BOB  EUSER,  PRESIDENT,  CONCERNED  DO- 
MESTIC FLOWER  GROWERS  AND  HANDLERS,  ACCOMPANIED 
BY  THOMAS  R.  JOLLY,  O'CONNOR  &  HANNAN,  AND  MICHAEL 
McLEOD,  McLEOD,  WATKINSON  &  MILLER 

Mr.  Euser.  Mr.  Chairman,  and  members  of  the  subcommittee, 
my  name  is  Bob  Euser.  I'm  the  president  of  Bob  Euser's  Wholesale 
Florist  in  Commerce  City,  Colorado.  I  appear  in  my  capacity  as 


66 

president  of  the  Concerned  Domestic  Flower  Growers  and  Han- 
dlers. We  would  like  to  thank  you  and  the  members  of  the  sub- 
committee for  giving  us  the  opportunity  to  testify  today. 

We  would  also  thank  Mr.  Lewis  for  his  invitation  to  help  draft 
this  bill,  and  we  shall  look  forward  to  working  with  him. 

I  have  submitted  a  prepared  statement  for  the  record  and  will  at- 
tempt to  summarize  my  comments  briefly  to  the  subcommittee  at 
this  point. 

First,  Mr.  Chairman,  we  would  like  to  state  for  the  record  that 
contrary  to  what  you  may  have  heard,  it  is  not  our  goal  to  defeat 
this  legislation.  I  understand  that  several  members  of  the  sub- 
committee have  put  a  lot  of  effort  in  this  proposal,  and  I  would  like 
to  thank  them  for  their  good  intentions  and  the  concern  they  have 
demonstrated  for  our  industry. 

We  are  coming  before  you  today  to  participate  in  the  legislation 
process,  as  we  believe  we  have  a  right,  and  to  set  forth  our  views 
on  H.R.  1738.  We  obviously  have  some  very  serious  concerns,  and 
we're  looking  forward  to  working  with  the  committee  to  improve 
this  bill  so  that  it  will  be  fair  to  the  domestic  growers  and  han- 
dlers. 

Mr.  Chairman,  we  believe  that  H.R.  1738,  as  presently  drafted, 
is  a  perfect  example  of  what  happens  when  special  interests  are  at 
work  in  Washington  while  we  growers  are  out  working  in  our 
greenhouses.  We  understand  that  some  Washington  lobbyists 
might  have  given  to  the  sponsors  of  H.R.  1738  the  impression  that 
the  entire  industry  is  supporting  the  bill  as  introduced.  It  is  obvi- 
ously not  true,  although  we  do  know  that  at  least  one  segment  of 
the  industry,  the  foreign  growers,  are  apparently  quite  enthusiastic 
about  the  bill. 

We  find  it  very  curious  that  the  effort  to  enact  H.R.  1738  in  its 
present  form  is  being  led  and  financed  by  the  Colombian  Flower 
Council,  one  of  the  largest  producers  of  imported  flowers.  The  Co- 
lombian Flower  Council,  with  offices  in  Bogota  and  Miami,  is  con- 
trolled by  the  Asociacion  Colombiana  de  Exportadores  de  Flores 
and  proudly  boasted  of  its  efforts  on  behalf  of  PromoFlor  in  a  re- 
cent newsletter,  in  which  it  stated,  in  part,  "The  work  required  to 
achieve  this  promotional  order  is  being  led  and  financed  by  the  Co- 
lombian Flower  Council." 

Mr.  Chairman,  we  point  this  out  to  the  subcommittee  because  we 
hope  you  will  ask  yourselves,  if  foreign  interests  are  supporting  the 
bill  in  its  present  form  and  the  domestic  growers  are  criticizing  it, 
why  would  you,  as  U.S.  Congressmen,  want  to  vote  for  it? 

As  presently  drafted,  H.R.  1738  will  help  foreign  growers  and 
will  help  major  American  importers  and  wholesalers,  but  it  will  not 
help  the  domestic  growers  and  handlers.  Mr.  Chairman,  we  are  the 
ones  that  need  the  help.  Over  the  past  20  years,  domestic  produc- 
ers of  fresh  cut  flowers  have  experienced  a  steady  loss  of  the  do- 
mestic market  share  to  foreign  competitors.  In  1971  U.S.  producers 
of  the  major  fresh  cut  flower  crops  enjoyed  a  96  percent  share  of 
the  domestic  market.  By  1992  our  share  had  dwindled  to  29  per- 
cent, and  I'm  convinced  that  it  is  even  less  today.  We  believe  that 
this  proposal,  in  its  present  form,  will  do  nothing  more  than  help 
perpetuate  and  probably  speed  up  the  gradual  demise  of  our  do- 
mestic fresh  cut  flower  mdustrv. 
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The  PromoFlor  program  would  impose,  by  law,  an  assessment  of 
one-half  percent  of  the  gross  sales  price  on  all  qualified  handlers, 
which  include  domestic  growers  and  handlers,  with  an  annual  sale 
of  $750,000  or  more.  We  believe  this  formula  will  provide  our  for- 
eign competitors  with  an  even  greater  advantage  than  they  have 
now.  This  advantage  is  created  by  taxing  the  gross  sales  instead 
of  taxing  the  product.  Since  imported  flowers  are  cheaper  than  do- 
mestic flowers,  the  assessment  proposed  would  add  to  the  dis- 
proportionately higher  cost  of  domestic  flowers. 

For  example,  domestic  long-stem  roses  currently  cost  three  times 
as  much  as  imported  long-stem  roses.  Because  of  this  price  dispar- 
ity, the  proposed  assessment  formula  would  assess  domestic  flower 
sales  up  to  three  times  the  rate  of  foreign  flowers  sales.  We  do  not 
believe  that  it  is  in  our  national  interest  to  pass  a  law  that  would 
provide  importers  with  yet  another  economic  advantage  by  allowing 
them  to  pay  less  than  their  fair  share. 

We  urge  the  committee  to  modify  the  assessment  formula  in  H.R. 
1738  to  assess  the  volume  of  product  rather  than  the  volume  of 
gross  sales.  This  has  been  a  traditional  approach  taken  by  Con- 
gress when  it  passes  this  type  of  legislation.  We  believe  this  could 
be  accomplished  by  either  a  per-stem  or  per-box  charge.  Coinciden- 
tally,  this  is  the  method  used  by  the  Colombian  Flower  Council, 
which  finances  its  effort  through  a  voluntary  25-cent-per-box 
charge.  This  approach  would  at  least  provide  a  semblance  of  a  level 
playing  field  for  domestic  growers,  and  we  believe  a  level  playing 
field  for  domestic  growers  is  the  very  least  we  should  expect  from 
our  Congress. 

We  have  some  additional  concerns.  While  we  are  worried  that 
the  committee  may  not  necessarily  agree  with  us  on  all  of  these, 
we  would  nevertheless  like  to  state  them  for  the  record. 

H.R.  1738  mandates  mandatory  assessment  for  up  to  3  years  be- 
fore participants  would  have  an  opportunity  to  vote  on  the  pro- 
gram. In  contrast,  most  other  promotional  orders  authorized  by  the 
Congress,  when  they  are  first  adopted,  require  an  industrywide 
vote  before  the  program  can  be  effected  and  before  any  assessment 
can  be  collected  to  finance  them. 

H.R.  1738  requires  only  a  majority  of  votes  to  authorize  the  pro- 
gram up  to  30  months  after  it  has  begun.  In  contrast,  most  other 
programs  require,  when  they  are  first  enacted  by  the  Congress,  a 
two-thirds  majority  before  the  program  can  begin. 

Most  other  programs  contain  refund  provisions  for  those  who  do 
not  wish  or  cannot  afford  to  participate  in  this  program.  In  con- 
trast, H.R.  1738  contains  no  similar  refund  provisions. 

Finally,  as  I  have  previously  mentioned,  the  assessment  formula 
in  H.R.  1738  is  based  on  gross  sales  rather  than  product.  In  con- 
trast, the  assessment  formula  for  virtually  all  other  programs  of 
which  we  are  aware  is  based  on  product.  Because  of  the  disparity 
between  domestic  prices  and  foreign  prices,  the  gross  sales  assess- 
ment formula  discriminates  against  domestic  producers. 

Mr.  Chairman,  this  concludes  my  formal  testimony.  Thank  you 
again  for  the  opportunity  to  testify.  We  shall  look  forward  to  work- 
ing with  you  and  the  committee  members  as  you  consider  this  leg- 
islation. I  will  be  glad  to  answer  any  questions. 
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[The  prepared  statement  of  Mr.  Euser  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Baesler  [assuming  chair] .  Thank  you,  Mr.  Euser.  We'll  take 
the  other  panelists,  and  then  we'll  turn  it  over  for  questions. 

Mr.  Ninomiya. 

STATEMENT  OF  DAVID  NINOMIYA,  SECRETARY,  CONCERNED 
DOMESTIC  FLOWER  GROWERS  AND  HANDLERS 

Mr.  Ninomiya.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  mem- 
bers of  the  subcommittee,  my  name  is  David  Ninomiya,  and  I'm 
secretary  of  the  Concerned  Domestic  Flower  Growers  and  Han- 
dlers. I  would  like  to  summarize  my  testimony  to  make  it  easier, 
because  Mr.  Euser  covered  most  of  the  points  that  are  important 
in  our  joint  statements. 

If  you'll  turn  to  the  third  page,  you'll  see  a  number  of  charts,  and 
I  think  it's  a  misnomer  when  they  say  that  the  American  floral 
market  has  not  increased.  You  can  see  the  amount  of  volume  flip- 
ping through  those  charts  and  that  the  total  floral  product  grown 
and  sold  and  imported  has  steadily  grown  through  the  last  20 
years.  So  although  the  United  States  market  may  not  be,  per  cap- 
ita, at  the  European  rate,  you  can  see  that  there  has  been  steady 
growth  in  the  product  sold  within  the  United  States. 

One  thing  that  the  charts  also  show  is  that  the  domestic  pro- 
ducer has  steadily  declined  in  this  increasing  market. 

If  you'll  look  at  the  bottom  of  my  testimony,  you'll  see  for  the 
four  major  cut  flower  products,  carnations  at  one  time  had  1,525 
growers  in  1971.  We  now  have,  in  1991,  142.  Roses  have  fared 
much  better,  for  we  have  gone  from  338  to  only  217.  But  chrysan- 
themums, both  pompons  and  standard  chrysanthemums,  have  had 
major  decreases  in  domestic  producers,  from  2,000  to  149,  and  from 
2,000  to  62. 

If,  Mr.  Chairman,  and  members  of  the  subcommittee,  there  is 
wide  support  for  this  legislation,  as  the  proponents  say  there  is,  we 
believe  that  the  referendum  should  come  in  the  beginning,  not  3 
years  after  the  legislation  has  been  in  place  and  assessments  have 
been  taken.  We  also  believe  that  there  should  be  a  refund  provision 
for  those  who  do  not  wish  to  participate.  Though  many  of  the  re- 
fund provisions  have  been  deleted  from  the  seven  major  commod- 
ities that  I  mention  in  my  statement,  those  refund  provisions  were 
in  the  orders  that  they  were  in  for  anywhere  from  10  to  12  years 
before  they  were  deleted  just  recently. 

Thank  you,  Mr.  Chairman.  That  concludes  my  statement. 

[The  prepared  statement  of  Mr.  Ninomiya  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Baesler.  Mr.  Stewart. 

STATEMENT  OF  TERENCE  P.  STEWART,  SPECIAL  COUNSEL, 

FLORAL  TRADE  COUNCIL 

Mr.  Stewart.  Thank  you,  Mr.  Chairman.  It's  a  pleasure  to  be 
here  this  afternoon.  The  Floral  Trade  Council  is  supportive  of  the 
basic  concept  of  expanding  market  demand  for  all  players  in  the 
market.  Our  concerns  are  very  similar  to  the  concerns  that  Mr. 
Euser  and  Mr.  Ninomiya  have  just  gone  through.  I  would  like  to, 
however,  put  a  slightly  different  spin  on  a  couple  of  those  facts. 
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The  underlying  premise  of  these  research  and  promotion  pro- 
grams, as  I  understand  them,  is  to  help  expand  market  demand  on 
the  premise  that  that  is  a  primary  problem  facing  domestic  produc- 
ers and  possibly  imported  products  as  well.  In  the  last  10  years, 
since  the  last  one  of  these  bills  was  passed  into  law,  the  market 
in  the  United  States  for  fresh  cut  flowers  has  increased  over  60 
percent  on  a  unit  basis.  The  domestic  industry,  however,  has  par- 
ticipated in  none  of  that  growth.  During  that  same  10-year  period, 
domestic  shipments,  on  a  unit  basis,  went  down  by  9  percent. 

So  I  believe  that  the  plea  that  you're  hearing  from  this  panel  is, 
by  all  means,  let's  grow  the  market,  but  if  we  grow  the  market, 
please  look  at  those  problems  which  are  not,  in  our  opinion,  ad- 
dressed in  the  bill  which  have  prevented  to  date  the  domestic  par- 
ties, the  domestic  growers  from  participating  in  the  growth. 

We  do  believe  that  on  an  assessment  basis,  while  there  can  be 
arguments  pro  and'  con  as  to  the  methodology  that  could  be  used, 
there  is  very  little  doubt  that  on  some  kind  of  a  unit  or  weight 
basis,  there  is  certainty  that  there  is  equity  amongst  the  parties, 
whereas  there  is  grave  concern  that  on  the  basis  of  value,  there  is 
not  equity. 

Let  me  just  take  the  example  of  what  Mr.  Clayton  presented  as 
numbers  for  1992,  as  I  recall  them.  I  believe  he  said  that  domestic 
shipments  of  these  products  was  in  the  neighborhood  of  $550  mil- 
lion and  that  imports  were  somewhere  in  the  neighborhood  of  $300 
million  or  $320  million.  That's  a  ratio  where  domestics  have  about 
60  percent  of  the  value,  60  to  70  percent  of  the  value.  Yet  if  you 
look  at  the  attachment  to  my  prepared  statement,  what  you  will 
find  is  that  for  cut  flowers,  70  percent — 68  percent  as  of  1990 — of 
the  unit  volume  of  cut  flowers  was  imported.  That  is  exactly  the 
concern  that  the  domestic  producers  have  on  an  assessment  basis. 

If  you  take  a  look  at  the  provisions  for  the  grower-  and  importer- 
paid  assessment  fees  on  those  where  they  are  acting  as  handlers, 
the  concern  is  that  product  that  comes  in  that  is  imported  is  often 
on  consignment.  It  has  often  been  found  under  the  trade  laws  to 
be  below  cost.  And  you  are  using  that  as  your  base  in  those  sales, 
with  a  percentage  mark-up,  compared  to  the  domestic  producer's 
full  cost,  plus  a  mark-up.  We  believe  that  there  are  skewings  in  the 
assessment  procedures  in  many  places,  and  that  can't  be  right,  and 
that  can't  be  reasonable,  and  that  can't  be  what  the  objective  of 
this  subcommittee  is  to  do.  At  a  minimum,  you  should  investigate 
that  to  determine  whether  or  not  that's  a  problem. 

Now,  I'm  not  an  expert  on  agricultural  law  or  these  marketing 
groups,  and  a  limited  analysis  that  I  have  done  suggests  that  it  is 
unusual  for  the  council  that  is  going  to  coordinate  the  industry's  ef- 
forts to  be  so  heavily  tilted  toward  the  wholesale  committee.  We 
have  nothing  against  the  wholesalers.  We  are  dependent  upon 
them,  obviously,  as  is  true  in  any  agricultural  product.  Our  concern 
is  that  we  should  be  participating  in  some  of  the  benefits,  and  yet 
we  have  a  minority  role  as  the  council  is  structured  and  as  the  ex- 
ecutive committee  is  structured  under  these  provisions.  What  we 
are  concerned  about  is  that  the  problems  the  domestic  industry 
face  are  primarily  twofold:  Heavily  depressed  prices,  and  increasing 
loss  of  market  share. 
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If  you  look  at  the  consumer  information  objectives,  I  think  most 
domestic  growers  are  excited  about  the  chance  to  increase  flower 
holidays,  to  increase  consumer  awareness,  et  cetera.  But  there  is 
a  reason  that  domestics  don't  participate,  and  we  believe  that  it 
comes  down  to  what  our  three  key  strengths  are.  First,  the 
consumer  generally  doesn't  know  the  origin  of  the  product,  whether 
it's  domestic  or  foreign.  We're  not  saying  that  a  consumer  informa- 
tion program  should  encourage  to  buy  one  or  the  other,  but  there 
should  be  something  in  this  statute  that  requires  that  the 
consumer  know  that  the  product  is  domestic  or  is  foreign  or  is  some 
of  each. 

Second,  there  is  nothing  in  this  that  goes  to  the  freshness,  yet 
where  domestics  have  a  competitive  edge  is  obviously  on  the 
freshness  of  their  product. 

And  we  believe  that  if  you  are  not  going  to  change  the  bill  to  give 
domestic  producers  a  greater  say  as  to  what  the  consumer  edu- 
cational efforts  are  going  to  be,  that  you  then  need  to  take  out  the 
controversy  that  will  obviously  be  there.  Our  friends  at  Asocolflores 
are  obviously  not  going  to  support  spending  money  from  this  pro- 
gram to  educate  consumers  as  to  whether  the  product  is  domestic 
or  foreign.  We  would  believe  that  there  will  be  controversy  between 
the  wholesalers  and  the  importers  and  the  domestics  as  to  whether 
they  advertise  the  freshness  of  the  product  in  terms  of  date  stamp- 
ing or  otherwise. 

So  at  a  minimum,  we  ask  that  you  address  those  issues  which 
have  kept  this  industry  from  participating  in  the  growth.  We  want 
to  grow,  we  want  to  participate  in  a  growing  market,  and  we're 
happy  to  have  our  foreign  colleagues  participate  in  the  growth,  but 
it  shouldn't  be  120  percent  growth  for  them  and  negative  growth 
for  us.  In  our  opinion,  that's  what  this  bill  does,  and  that's  the  rea- 
son we  believe  that  there  are  changes  that  need  to  be  made. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Stewart  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Baesler.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Euser,  you  stated  in  your  testimony  that  this  bill  will  not 
help  domestic  growers,  and  I'd  like  to  ask  you  very  simply,  if  sales 
for  cut  flowers  increased,  wouldn't  your  business  benefit  from  an 
increase  in  flower  sales? 

Mr.  EuSER.  I  cannot  disagree,  but  I  can  say 

Mr.  Lewis.  Well,  let  me  go  further  and  say,  wouldn't  growers 
generally  benefit  from  an  overall  increase  in  sales? 

Mr.  Euser.  When  there  is  a  tremendous  oversupply,  the  market 
is  soft  as  butter.  You  cannot  move  the  product.  I  cut  more  flowers 
than  ever,  but  my  bottom  line  is  smaller,  because  I  have  to  sell 
them  cheaper.  Sure,  advertising  will  be  good,  and  I  believe  in 
PromoFlor,  but  not  the  way  it  is  stated. 

Mr.  Lewis.  In  all  fairness  to  you,  Mr.  Euser,  I  would  like  to  cor- 
rect a  couple  of  things  in  your  statement.  You  stated  a  couple  of 
things  that  I  think  we  should  change  back  to  what  they  are.  You 
made  a  statement  in  your  written  testimony  that  the  Potato  Re- 
search and  Promotion  Act  provides  for  the  Secretary  to  determine 
that  issuance  of  the  plan  is  approved  by  no  less  than  two-thirds  of 
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producers  voting  in  referendum.  The  fact  is  that  the  Potato  Act 
now  provides  for  approval  by  simple  majority  of  votes  cast,  and 
that's  in  Pubhc  Law  91-670. 

You  also  stated  that  you  would  urge  that  a  two-thirds  majority 
be  required  for  approval,  which  is  the  threshold  requirement  for 
most  of  the  other  industries.  The  facts  are  only  5  of  the  15  current 
active  promotion  orders  programs  retain  a  two-thirds  majority;  the 
rest  are  all  a  simple  majority. 

You  also  mentioned  that  almost  all  other  industry  promotional 
programs  established  by  law  provide  for  a  vote  prior  to  the  imple- 
mentation and  prior  to  collection  of  assessments.  The  facts  are  that 
dairy,  beef,  pork,  soybean,  lime,  and  pecan  orders  all  used  a  de- 
layed referendum  process.  This  makes  6  out  of  the  10  promotion 
order  programs  enacted  by  Congress  in  the  last  20  years. 

Also,  in  the  attachment  to  your  testimony,  you  purport  to  com- 
pare the  PromoFlor  program  to  the  other  commodity  promotion 
order  programs  by  citing  just  five  of  the  programs:  cotton,  potatoes, 
honey,  watermelon,  and  wheat.  The  facts  are  that  the  wheat  pro- 
gram used  for  comparison  purposes  is  no  longer  in  existence,  hav- 
ing been  terminated  some  7  years.  You  do  not  compare  the 
PromoFlor  program  to  a  number  of  other  active  promotion  pro- 
grams, those  being  wool,  eggs,  dairy,  beef,  pork,  soybeans,  mush- 
rooms, limes,  pecans,  and  milk,  when  in  fact  the  language  of  H.R. 
1738  is  very  similar  to  the  provisions  of  those  laws. 

Also,  your  attachment  claims  that  the  cotton,  potato,  and  honey 
programs  have  refund  programs.  The  refund  programs  for  the  pro- 
grams were  eliminated  under  the  1990  farm  bill. 

So  I  feel,  Mr.  Chairman,  that  I  want  to  provide  this  statement 
for  the  record  so  that  those  areas  are  corrected,  initially  or  what- 
ever, but  I  think  it  should  be. 

[The  information  follows:] 
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CORRECTION  OF 

MISSTATEMENTS  AND  ERRORS 

IN  STATEMENT  OF  B.  EUSER 

(For  submission  to  the  Subcommittee  on  Specialty  Crops  and  Natural  Resources) 


The  written  statement  submitted  to  the  Subcommittee  on  Specialty  Crops  and  Natural 
Resources  by  Bob  Euser  contains  several  gross  misstatements  of  the  law  regarding  other 
commodity  promotion  programs  enacted  by  Congress  and  administered  by  the  Department  of 
Agriculture. 

These  misstatements,  whether  intentionally  made  or  innocent  errors,  unfortunately  give 
a  false  picture  of  the  situation  with  the  comparable  programs.  Contrary  to  the  conclusion  that  Mr. 
Euser  wishes  to  draw,  H.R.  1738,  the  PromoFlor  legislation,  is  very  comparable  to  the  other 
promotion  statutes  that  have  been  enacted  by  Congress  in  recent  years.  Following  are  corrections 
of  specific  misstatements  in  the  Euser  testimony. 


Euser  Misstatement:  "Ahnost  all  other  industry  promotional  programs  established 
by  law  provide  for  a  vote  prior  to  implementation  and  prior  to  collection  of 
assessments". 

THE  FACTS:  The  dairy,  beef,  pork,  soybean,  lime,  and  pecan  orders  all  used  a  delayed 
referendum  process.  These  make  up  6  of  the  10  promotion  order  programs  enacted  by  Congress 
in  the  last  20  years. 


Euser  Misstatement:  "We  would  also  urge  that  a  2/3  majority  be  required  for 
approval,  which  is  the  threshold  required  for  most  other  industries". 

THE  FACTS:  Only  5  of  the  15  currently  active  promotion  order  programs  retain  a  2/3  majority 
requirement.  All  the  rest  use  a  simple  majority  rule. 

Euser  Misstatement:  The  Potato  Research  and  Promotion  Act  (P.L.  91-670,  §314) 
provides  for  the  Secretary  to  determine  that  issuance  of  the  plan  is  approved  by 
no  less  than  2/3  of  producers  voting  in  referendum". 

THE  FACTS:  Section  314  of  the  Potato  Act  now  provides  for  approval  by  a  simple  majority  of 
votes  cast.  See  §314(b)  of  Pub.L.  91-670,  as  amended  by  the  1990  farm  bill  (  Pub.L.  101-624, 
§1944,  Nov.  28,  1990,  104  Stat.  3868). 

Euser  Misleading  Comparison:  In  the  attachment  to  his  testimony,  Euser  purports 
to  compare  the  PromoFlor  program  to  the  other  commodity  promotion  order 
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programs,  by  citing  just  five  other  programs:  Cotton,  potatoes,  honey,  watermelon, 
and  wheat. 

THE  FACTS:  The  wheat  program  he  uses  for  comparison  purposes  is  no  longer  in  existence, 
having  been  terminated  some  seven  years  ago.  Further,  Mr.  Euser  does  not  compare  the 
PromoFlor  program  to  a  number  of  other  active  promotion  programs  (those  for  wool,  eggs,  dairy, 
beef,  pork,  soybeans,  mushrooms,  limes,  pecans,  and  fluid  milk),  when  in  fact  the  language  of 
H>R.  1738  is  very  similar  to  the  provisions  of  those  laws  in  many  respects. 


Euser  Misstatement:  Euser 's  attachment  claims  that  the  cotton,  potato,  and  honey 
programs  have  refund  provisions. 

THE  FACTS:  The  refund  provisions  for  these  programs  were  eliminated  under  the  1990  farm 
bill. 
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Mr.  Lewis.  I'd  like  to  ask  the  panel  a  question  on  the  concept  of 
a  box  assessment.  Is  there  a  standard  box  for  the  floral  industry, 
and  is  a  box  not  a  unit  of  sale  in  the  industry?  Could  someone  an- 
swer that  question  for  me? 

Mr.  EUSER.  Mr.  Lewis,  there  is  no  standard  box  in  the  industry. 

The  flowers  are  moved  in  boxes,  and  to  have  control  over  how 
many  boxes  are  moved  through  the  system  is  very  simple.  All  the 
flowers  from  Colombia  coming  in  boxes,  they  have  already  the  25 
cents.  You  move  it  one  more  port  farther  inland,  and  it  goes  all  by 
boxes,  sir. 

And  the  first  question  you  asked  about  two-thirds  majority,  when 
those  bills  were  enacted,  there  was  two-thirds  of  the  majority  votes. 

Mr.  Lewis.  Well,  that's  not  what  your  testimony  said,  sir.  Is  a 
box  not  a  unit  of  sale  m  your  industry? 

Mr.  Euser.  Pardon? 

Mr.  Lewis.  Is  a  box  of  flowers  not  a  unit  of  sale  in  your  industry, 
or  is  it? 

Mr.  EuSER.  As  far  as  I  know,  it  is.  We  sell  a  lot  of  stuff  by  the 
box. 

Mr.  Lewis.  Thank  you. 

I  have  no  further  questions,  Mr.  Chairman. 

Mr.  Baesler.  Does  anybody  else  have  any  questions?  Mr.  Sten- 
holm. 

Mr.  Stenholm.  Yes,  Mr.  Chairman.  I  apologize  for  being  late. 

I'm  just  trying  to  hurriedly  read  your  statement,  Mr.  Euser,  and 
I  concur  with  Mr.  Lewis'  assessment.  Unfortunately,  whoever  draft- 
ed this,  there  are  some  inaccuracies,  which  I  know  you  didn't 
mean,  but  it  needs  to  be  corrected  in  the  statement. 

Now,  you  say  you're  not  here  to  defeat  the  legislation,  you're  here 
to  bring  support  of  it.  Could  you  just  briefly  tell  me  what  you  be- 
lieve needs  to  be  changed  in  order  to  make  it  supportable  by  you? 

Mr.  Euser.  It  should  be  fair  to  everybody.  The  way  it  is  stated 
now  at  one-half  percent,  because  the  imported  flowers  are  cheap 
and  we  try  to  get  more  for  our  flowers  because  our  cost  is  more 

Mr.  Stenholm.  Do  you  believe  imported  flowers  ought  to  pay  the 
same  promotional  assessment  as  domestic  flowers? 

Mr.  Euser.  That's  right,  and  to  make  it  fair  and  easy.  Doing  it 
by  25  cents  a  box  will  make  it  very  simple.  Nobody  pays  more  than 
another.  Just  25  cents  a  box  every  time  it  moves  of  ownership. 
That  is  the  key.  Not  just  25  cents  once,  no.  Every  time  you  become 
an  owner  of  a  box  of  flowers,  you  are  charged  25  cents.  You  move 
that  box  on,  another  25  cents  is  added  onto  that  box.  Ownership 
is  the  key.  By  doing  this,  you're  going  to  collect  quite  a  bit  of 
money.  Most  boxes  are  moved  two  to  three  times  before  it  is  busted 
open. 

Mr.  Stenholm.  It  would  be  my  hope  that  we  could  pattern  this 
very  closely  after — well,  we  thought  we  did — after  all  of  the  pro- 
motion orders.  I'm  a  little  more  familiar  with  the  cotton  program, 
and  we  will  go  back  and  look  at  it  to  see  where  we  might  have 
strayed  a  little  bit  from  that.  In  cotton,  we  deal  with  imports.  Simi- 
larly, we're  talking  about  imported  flowers,  and  we  have  certain 
considerations  that  we've  tried  to  keep  in  mind,  including  making 
it  mandatory  and  taking  away  the  right  of  refund,  which  was  voted 
on  and  approved 
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Mr.  EuSER.  This  proposal  was  not  copied  to  the  milk  industry, 
and  I  don't  think  milk  is  imported.  We  have  a  very  unique  situa- 
tion here.  Sixty-five  percent  of  the  flowers  or  even  more  is  im- 
ported. I  think  there  is  not  any  commodity  that  has  so  much  im- 
port as  the  issue  we're  talking  today  on  cut  flowers,  and  that 
makes  a  totally  different  picture.  You  don't  talk  apples  and  apples. 

Mr.  Stenholm.  I  agree  with  you  on  that,  and  we  thank  you  for 
your  testimony  today.  We  will  look  at  it  very  carefully  and  make 
those  adjustments  to  make  it  fair.  My  own  personal  attitude — you 
say  you  don't  see  how  any  Member  of  Congress  can  support  this. 
My  attitude  is  if  an  industry  wants  to  help  itself,  I'd  like  to  see  you 
help  yourself.  If  you  don't  wish  to  help  yourself,  then  I  hope  you 
don't  have  to  ask  the  Congress  to  do  anything  else  for  you  down 
the  line,  either.  Some  people  say,  "Well,  that's  fine  with  me,"  but 
I  find  that  many  times  individuals  want  help  in  certain  areas,  but 
are  not  willing  to  help  themselves. 

I  appreciate  the  fact  that  you're  here  in  support  of  the  promotion 
of  self-help  and  want  to  make  the  changes  so  that  it's  fair,  and  this 
Member  will  certainly  look  forward  to  working  with  you  in  that  en- 
deavor. 

Mr.  Baesler.  Thank  you  all,  members  of  the  panel. 

We'll  start  the  second  set  of  witnesses:  Mr.  Mears,  president  of 
Bob  Mears  Wholesale  Florists,  Inc.,  Springfield,  Missouri,  on  behalf 
of  the  Wholesale  Florists  and  Florist  Suppliers  of  America;  Mr. 
Haight,  co-owner  of  CFX,  Inc.,  Miami,  Florida,  on  behalf  of  the  As- 
sociation of  Floral  Importers  of  Florida;  Mr.  Brothers,  Founder  of 
Brothers  Brothers,  Inc.,  and  president  of  Monterey  Bay  Bouquet, 
Inc.,  Watsonville,  California;  and  Mr.  Charles  Kremp,  owner  of  the 
Charles  Kremp  III,  Florist,  Willow  Grove,  Pennsylvania,  on  behalf 
of  the  Society  of  Ajnerican  Florists  and  the  American  Floral  Mar- 
keting Council.  He's  accompanied  by  Mr.  Jim  Wanko,  executive  di- 
rector of  PromoFlor  Organizing  Group,  Annapolis,  Maryland. 

Mr.  Mears,  we'll  start  with  you.  If  you  all  could,  please  summa- 
rize your  statements,  and  we'll  go  through  all  of  you,  and  then  we'll 
turn  it  over  for  questions. 

STATEMENT  OF  DAVE  MEARS  ON  BEHALF  OF  THE 
WHOLESALE  FLORISTS  AND  FLORAL  SUPPLIERS  OF  AMERICA 

Mr.  Mears.  Thank  you,  Mr.  Chairman.  I  do  intend  to  summarize 
most  of  my  statement.  I'd  like  to  thank  you  for  the  opportunity  to 
speak  on  behalf  of  H.R.  1738,  the  Fresh  Cut  Flowers  and  Fresh  Cut 
Greens  Promotion  and  Information  Act  of  1993.  My  name  is  Dave 
Mears.  I  am  president  of  Bob  Mears  Wholesale  Florists,  Inc.,  of 
Springfield,  Missouri,  and  today  I'm  speaking  on  behalf  of  the 
Wholesale  Florists  and  Florist  Suppliers  of  America,  better  known 
as  WF&FSA. 

Our  organization  represents  the  wholesale  segment  of  the  floral 
industry  throughout  all  of  North  America.  We  have  about  1,300 
companies  as  members,  including  both  handlers  and  suppliers.  Our 
members  combined  have  annual  sales  of  around  $4.65  billion,  and 
we  employ  slightly  over  34,000  people  nationwide.  There  is  no 
doubt  but  that  our  members  will  be  carrying  the  lion's  share  of  the 
promotion  program  assessments  under  H.R.  1738,  and  I  am 
pleased  to  report  that  in  all  polling  of  our  members,  we  have  found 
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that  they  overwhelmingly  support  the  promotion  order  concept  that 
is  before  you. 

I  further  would  like  to  state  at  the  outset  that  this  is  a  promotion 
order  concept,  a  promotion  order  to  promote  cut  flowers  and  cut 
greens.  It  in  no  way  purports  to  deal  with  trade  issues,  which,  from 
my  understanding  from  our  legal  counsel,  is  for  the  House  Ways 
and  Means  Committee. 

To  give  you  a  little  bit  of  background  on  how  we  got  to  where 
we  are  now,  we  organized,  a  group  of  us,  in  about  1990 — primarily 
handlers — to  deal  with  the  situation  of  the  oversupply  of  flowers 
and  the  flat  sales,  basically,  in  the  United  States  of  fresh  cut  flow- 
ers. USDA's  own  figures  show  that  flower  sales  in  this  country 
have  been  flat  for  the  last  3  years.  As  a  matter  of  fact,  it  shows 
that  flower  sales  in  1990  were  actually  slightly  higher  than  they 
were  in  1991  and  1992.  This  information  is  further  corroborated  by 
the  information  that  we  have  from  Holland  showing  that  of  the  12 
developed  countries  showing  flower  sales,  the  United  States  ranks 
12th  in  those  countries,  with  Norway  far  outpacing  us,  with  $154 
per  capita  and  us  with  $48  per  capita. 

With  this  situation,  we  decided  it  would  be  an  ideal  time  to  try 
to  develop  a  promotion  order  that  would  help  develop  the  market 
in  this  country  and  to  move  more  flowers.  We  know  from  our  re- 
search that  consumers  like  flowers,  they  like  to  buy  flowers,  and 
they  like  to  receive  flowers.  We  also  know  from  pollings  and  re- 
search that  we  have  done  that  the  reason  that  they  often  don't  buy 
flowers  is  simply  that  they  don't  think  about  it,  they  aren't  re- 
minded of  it,  they  don't  know  about  it,  whereas  our  competitors  in 
other  industries  are  reminding  the  consumer  constantly  where  and 
how  to  spend  their  discretionary  dollars.  We  have  not  done  that  on 
a  national  basis. 

In  order  to  get  the  program  moving,  we  had  town  meetings 
across  the  country.  These  meetings  were  done  by  wholesale  han- 
dlers like  myself,  at  our  own  expense,  in  all  of  the  major  cities  in 
the  country  coast  to  coast,  and  in  these  meetings  we  made  an  effort 
to  educate  our  contemporaries  about  what  PromoFlor  was — why  we 
made  it  a  handler's  order — and  how  it  would  work.  We  passed  out 
professionally  done  brochures,  we  had  a  professionally  done  video 
to  show  to  people,  and  we  supplemented  this  constantly  with  infor- 
mation in  the  floral  trade  press. 

We  developed  from  this  a  list  of  what  we  called  Friends  of 
PromoFlor,  and  I  can  report  to  you  that  every  major  organization 
in  this  country  supports  PromoFlor  as  a  Friend  of  PromoFlor. 
Every  major  cut  flower  and  cut  green  organization  in  this  country 
is  a  Friend  of  PromoFlor.  Furthermore,  there  are  some  570  individ- 
ual companies,  locations  like  mine,  who  also  have  signed  on  as 
Friends  of  PromoFlor,  and  these  are  the  companies  who  will  be 
paying  the  bill.  We  will  be  paying  the  assessment,  and  we  want  it. 

Some  key  elements  that  we  need  to  consider  here  are  that  the 
way  the  program  will  work,  the  handlers  will  be  assessed  on  the 
sales  that  they  make  to  their  customers.  It  is  an  easy  calculation 
to  do.  We  all  track  sales.  There's  nothing  difficult  about  it.  It's  very 
easy  to  calculate  the  sales,  and  it  will  be  done  generically  on  all 
items  that  are  sold  into  the  market — not  just  domestic,  but  im- 
ported as  well.  Handlers  who  are  doing  $750,000  or  more  per  year 
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will  be  assessed  at  one-half  of  1  percent  on  those  sales  of  fresh  cut 
flowers  and  fresh  cut  greens. 

We  will  have,  as  has  been  mentioned,  a  21-member  council  con- 
sisting of  14  handlers,  3  domestic  growers,  3  importers,  and  1  re- 
tailer. We  will  truly  be  a  self-help  organization  that  is  self-funded, 
self-operated,  and  completely  self-sufficient  if  we  are  allowed  to  do 
this. 

We  opted  for  a  delayed  referendum  because  we  knew  from  the 
support  that  we  had  up  front  that  we  were  able  to  show  Congress 
that  we  have  good  support  in  the  industry.  I  might  mention  along 
these  lines  that  we  had  Ernst  &  Young  do  a  survey  for  us  after  we 
did  our  town  meetings  and  our  brochures  and  our  videos.  We  asked 
Ernst  &  Young  to  do  a  survey  of  our  members,  of  the  qualified  han- 
dlers that  we  knew  about,  to  see  what  the  response  would  be,  and 
I  can  tell  you  that  we  had  $1.2  billion  represented  in  the  survey 
results  who  were  in  favor  of  PromoFlor,  the  package,  the  way  it  is 
now,  and  something  like  $220  million  who  were  against.  An  over- 
whelming majority  of  the  people  who  were  surveyed  and  who  an- 
swered the  survey  supported  PromoFlor  as  it  is  before  you  now. 

The  goals  of  PromoFlor  are  to  do  two  things,  and  two  things  pri- 
marily: That  is  to  remind  the  public  to  buy  flowers  through  fre- 
quency and  continuity  of  advertising.  It's  just  that  simple.  We 
know  that  we  have  a  product  that  appeals  to  the  public.  What  we 
want  is  the  opportunity  to  collectively  advertise  it  to  them. 

That  concludes  my  statement.  I  would  entertain  any  questions. 

[The  prepared  statement  of  Mr.  Mears  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Baesler.  Thank  you,  Mr.  Mears. 

We'll  go  now  to  Mr.  Dwight  Haight  from  CFX/LaFleurette  in 
Miami. 

STATEMENT  OF  DWIGHT  HAIGHT  ON  BEHALF  OF  THE 
ASSOCIATION  OF  FLORAL  IMPORTERS  OF  FLORIDA 

Mr.  Haight.  Mr.  Chairman,  and  members  of  the  subcommittee, 
thank  you  for  giving  me  the  opportunity  to  testify  before  you  today. 
I'm  Dwight  Haight,  co-owner  of  CFX/LaFleurette,  a  floral  importing 
and  handling  company  located  in  Miami,  Florida.  Also,  I  serve  as 
president  of  CFX,  which  focuses  on  the  import  side  of  our  business. 
It  is  my  honor  to  speak  to  you  today  on  behalf  of  the  Association 
of  Importers  of  Florida.  I'm  a  founding  member  and  past  president 
of  this  association. 

The  association  is  an  important  voice  for  the  floral  import  indus- 
try. Its  membership  recorded  sales  of  nearly  one-half  of  $1  billion 
in  1992,  or  approximately  85  percent  of  Miami  imports.  In  turn, 
the  Miami  import  industry  supports  approximately  5,300  U.S.  em- 
ployees, primarily  located  in  south  Florida.  This  includes  2,400  per- 
sons employed  directly  by  importing  and  bouquet-making  compa- 
nies, with  the  additional  2,900  being  employed  by  airlines  and 
trucking  companies  whose  primary  business  is  the  transport  of  im- 
ported cut  flowers. 

The  Association  of  Floral  Importers  of  Florida  supports  passage 
of  H.R.  1738.  We  believe  that  it  holds  great  promise  to  expand  mar- 
kets and  increase  sales  of  cut  flowers  within  the  United  States. 
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As  a  member  of  the  PromoFlor  Organizmg  Group,  the  association 
is  confident  that  the  views  of  cut  flowers  and  cut  greens  importers 
on  the  PromoFlor  program  have  been  taken  into  account  and  the 
interests  of  the  import  segment  of  the  industry  are  protected. 

The  association  is  pleased  that  H.R.  1738  acknowledges  the  im- 
portant role  played  by  importers  in  the  U.S.  floral  industry  and  in- 
cludes the  necessary  safeguards  to  ensure  equitable  treatment  of 
importers. 

H.R.  1738  provides  voting  rights  for  importers  that  pay  assess- 
ments in  their  role  as  handlers,  fair  and  adequate  representation 
of  importer-handlers  on  the  PromoFlor  Council,  and  uniform  as- 
sessments applied  at  the  same  rate  on  domestically  produced  and 
imported  products. 

Mr.  Chairman,  I  would  also  like  to  take  this  opportunity  to  re- 
view the  elements  of  H.R.  1738  in  light  of  the  legislative  guidelines 
for  commodity  research  and  promotion  programs  promulgated  by 
the  Department  of  Agriculture.  As  you  will  see,  the  PromoFlor  bill 
meets  the  public  interest  standards  set  out  by  these  guidelines. 

The  bill  is  national  in  scope,  covering  all  cut  flowers  and  cut 
greens  markets  within  the  United  States  and  its  Territories.  It  rep- 
resents the  collective  efforts  of  all  segments  of  the  floral  industry. 
The  PromoFlor  Organizing  Group  represents  growers,  importers, 
and  wholesale  handlers  equally,  and  it  received  input  from  retail- 
ers and  other  related  industry  segments. 

There  is  a  refund  provision  in  the  bill.  Refunds  would  be  pro- 
vided on  assessments  paid  prior  to  the  referendum  on  the 
PromoFlor  promotion  order  should  the  order  be  defeated.  The  bill 
will  require  a  reconfirmation  referendum  whenever  requested  by  30 
percent  or  more  of  handlers  paying  assessments.  Also,  the  Sec- 
retary of  Agriculture  will  have  discretionary  authority  to  conduct 
a  referendum  at  any  time.  It  is  our  intent  that  the  refund  provi- 
sions of  the  bill  be  administered  so  as  to  ensure  prompt  payment 
of  refunds  from  the  escrow  account  once  it  is  opened  for  refunds 
and  confidential  treatment  of  refund  information. 

The  Secretary  of  Agriculture  will  have  sole  responsibility  for  ap- 
pointing members  to  the  governing  body  of  the  program,  the 
PromoFlor  Council.  Appointments  will  be  made  by  the  Secretary 
for  nominations  submitted  by  the  industry  in  an  election  process 
that  the  Secretary  will  oversee. 

As  noted  earlier  in  my  testimony,  the  bill  treats  imported  flowers 
and  greens  with  complete  fairness,  and  I  believe  the  bill  is  in  com- 
pliance with  our  Nation's  trade  obligations.  As  required  in  the 
USDA  legislative  guidelines,  the  bill  contains  a  provision  stating 
that  no  promotion  or  consumer  information  plan  or  project  under 
the  program  can  make  use  of  unfair  or  deceptive  acts  or  practices 
with  respect  to  quality  or  value. 

Similarly,  to  meet  USDA  guidelines,  the  bill  will  prohibit  the  use 
of  assessment  funds  to  influence  legislative  or  governmental  policy 
or  action,  except  in  recommending  to  the  Secretary  amendments  to 
the  order.  The  bill  includes  language  that  has  become  standard  or 
boilerplate,  providing  the  Secretary  of  Agriculture  with  direct  en- 
forcement powers,  including  the  powers  to  assess  civil  penalties 
and  to  issue  cease-and-desist  orders 
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The  bill  provides  that  assessment  funds  collected  under  the 
PromoFlor  order  will  be  used  to  cover  all  administrative  costs  in- 
curred by  the  U.S.  Department  of  Agriculture  in  implementing  the 
legislation,  except  for  the  salaries  of  Government  employees  in- 
curred in  conducting  the  referendum. 

Section  12  of  the  bill  gives  the  Secretary  complete  authority  to 
suspend  or  terminate  the  PromoFlor  program  whenever  he  or  she 
determines  that  it  is  not  carrying  out  the  policy  of  the  legislation. 

In  summary,  I  believe  that  the  legislation  is  fair,  balanced,  and 
sound  public  policy.  Since  the  Association  of  Floral  Importers  of 
Florida  supports  the  underlying  concept  as  well,  we  are  pleased  the 
bill  also  meets  the  Department's  rigorous  standards.  I  am  happy  to 
join  the  others  at  this  table  to  urge  you  to  act  favorably  and  expedi- 
tiously on  H.R.  1738. 

Thank  you. 

[The  prepared  statement  of  Mr.  Haight  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Baesler.  Thank  you,  Mr.  Haight. 

Now  we'll  go  to  Mr.  Brothers. 

STATEMENT  OF  JEFF  BROTHERS,  PRESIDENT,  MONTEREY 

BAY  BOUQUET,  INC. 

Mr.  Brothers.  Thank  you,  Mr.  Chairman,  and  members.  With 
your  permission,  I'm  going  to  paraphrase  and  summarize  my  state- 
ment in  the  idea  of  saving  some  time. 

My  name  is  Jeff  Brothers.  I  am  president  of  Monterey  Bay  Bou- 
quets, founder,  with  my  brothers,  of  Brothers  Brothers,  Inc.,  I  am 
alternate  commissioner  on  the  Cut  Flower  Commission  of  Califor- 
nia, and  a  graduate  of  the  California  agricultural  leadership  pro- 
gram. It  was  through  the  agricultural  leadership  program  that  I 
learned  about  promotion  and  marketing  orders,  and  I  also  learned 
that  several  agricultural  commodities  would  be  in  terrible  shape 
without  their  promotion  and  marketing  orders. 

As  a  producer  and  a  handler,  I  have  to  analyze  this  order  wear- 
ing both  hats,  and  in  doing  so,  I  feel  that  in  both  situations,  as  a 
producer  and  as  a  handler,  this  bill  is  necessary  and  important  to 
be  passed.  Demand  for  our  product  is  fairly  static.  We  have  little 
else  to  blame  but  ourselves,  because  we  do  not  do  an  awful  lot  to 
promote  our  product.  We  have  a  voluntary  system  right  now.  It 
works  very  well.  We  have  tremendous  people  and  staff  that  have 
worked  on  it,  but  we  don't  do  enough  to  educate  the  public  on  how 
to  use  our  flowers. 

I've  been  to  Holland  six  times  in  the  last  6  years,  and  I'm  contin- 
ually impressed  at  the  ability  of  the  Europeans  to  incorporate  flow- 
ers into  their  life  as  a  lifestyle  statement.  They  do  a  wonderful  job, 
and  I  feel  like  we  have  a  tremendous  opportunity  here  in  this  coun- 
try to  do  similar  things. 

Brothers  Brothers  was  born  10  years  ago.  We  started  with  a  one- 
quarter  acre  of  land  and  have  grown  that  business  since  then.  It's 
now  a  better-than-$8  million  company.  We  employ  over  200  people, 
and  we're  very  bullish  about  the  future  of  the  flower  business.  We 
did  something  kind  of  radical  back  then,  though.  We  didn't  conie 
from  a  flower  background,  and  we  felt  like  we  wanted  to  be  in  it, 
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so  we  asked  our  customers  what  they  wanted  us  to  produce  and 
when  and  what  colors,  et  cetera,  and  it's  done  very  well  for  us. 

We  feel  that  our  future  is  very  bright,  but  the  industry's  future, 
if  it  is  to  be  viable,  won't  grow  unless  we  develop  the  marketplace 
by  educating  the  public  and  telling  them  how  to  use  flowers. 

The  flower  business  is  made  up  of  a  bunch  of  small  businesses, 
particularly  in  the  producer  end  of  it.  No  one  is  big  enough  to  do 
this  marketing  on  their  own.  In  California  we've  done  something  I 
think  is  real  important.  We've  put  together  the  California  Cut 
Flower  Commission  with  the  idea  that  we  would  promote  our  flow- 
ers within  the  trade,  and  we  feel  that  the  California  Cut  Flower 
Commission  will  help  the  growers  there  capture  their  fair  share 
when  this  market  is  developed. 

H.R.  1738  will  not  preempt  or  supersede  the  State  program,  I'm 
also  happy  to  note,  nor  any  other  State  program.  It's  important  to 
stress  producers  will  not  be  assessed.  I  am  a  producer.  I  am  a  han- 
dler. I'll  be  assessed  as  a  handler,  not  a  producer.  There  is  some 
confusion  by  some  people  on  that  point,  and  I  think  there's  been 
an  amendment  proposed  that  will  eliminate  all  that  confusion  and 
forbid  there  to  be  any  assessment  back  to  producers.  Also,  produc- 
ers won't  have  to  deal  with  the  paperwork,  because  the  handlers 
are  dealing  with  it. 

A  wide  range  of  producer  organizations  are  on  board  with 
PromoFlor,  and  I'll  name  them:  the  Cut  Flower  Commission  of 
California,  Colorado  Greenhouse  Growers  Association,  Florida  Fern 
Growers  Association,  Hawaii  Tropical  Flower  Council,  Northern 
California  Flower  Growers  &  Shippers,  Santa  Barbara  County 
Flower  &  Nursery  Growers  Association,  and  Roses,  Inc.  That's  a 
pretty  impressive  list. 

I  have  also  submitted  with  my  testimony  the  list  of  Friends  of 
PromoFlor,  which  includes  producers,  wholesalers,  retailers,  im- 
porters, wire  services,  and  related  services.  From  across  the  entire 
United  States,  there  is  tremendous  support  for  PromoFlor. 

Mr.  Chairman,  as  a  producer,  I  cannot  stand  by  passively  with 
respect  to  the  marketing  of  my  product.  If  I  am  to  survive  and 
prosper,  the  market  must  grow.  H.R.  1738,  the  PromoFlor  bill,  will 
provide  growers  like  me  an  effective  way  to  actively  and  aggres- 
sively maintain  and  expand  my  markets.  I  guarantee  you,  I  will 
capture  my  share  of  that  expanding  market.  This  is  an  opportunity 
and  a  necessity.  I  wish  we  could  all  be  in  agreement  as  to  this  bill, 
but  you  can't  have  consensus  on  everything. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Brothers  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Baesler.  Thank  you,  Mr.  Brothers. 

Mr.  Kremp. 

STATEIVIEN'"  OF  CHARLES  KREMP  ON  BEHALF  OF  THE  SOCI- 
ETY OF  AMERICAN  FLORISTS  AND  THE  AMERICAN  FLORAL 
r*lARKETING  COLTNCII,  ACCOMPANIED  BY  JIM  WANKO,  EX- 
ECUTIVE DIrtEC TOR,  PROMOFLOR  ORGANIZING  GROUP 

Mr.  Kbemp,  Thcak  you.  My  name  is  Charles  Kremp,  and  I  own 
four  flower  shcps  in  the  Phiiadelphia  area.  I  also  sit  on  the  FTD 
Marketirit;  Committee  and  have  been  active  in  the  floral  industry 
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for  over  35  years.  I  also  organized  the  floral  decorations  for  the 
past  two  Presidential  inaugurations.  I'm  testifying  here  today  on 
behalf  of  the  Society  of  American  Florists  and  the  American  Floral 
Marketing  Council,  who,  along  with  the  Wholesale  Florists  and  Flo- 
ral Suppliers  of  America  and  the  Colombian  Flower  Council,  are 
the  major  supporters  of  this  initiative. 

The  Society  of  American  Florists,  the  floriculture  industry's  na- 
tional trade  association,  represents  the  interests  of  nearly  23,000 
small  businesses  in  every  congressional  district  in  the  Nation.  The 
societ/s  membership  includes  producers,  wholesalers,  retailers, 
educators,  students,  and  affiliated  organizations.  Having  been  char- 
tered by  an  act  of  Congress  in  1884,  the  society  has  had  a  long  his- 
tory of  providing  marketing,  government  relations  and  business 
services  to  its  membership. 

The  American  Floral  Marketing  Council  has  been  collecting  vol- 
untary contributions  from  retailers,  wholesalers,  producers,  and 
suppliers  for  promotion  of  floral  products  for  over  24  years.  Indus- 
try members  support  this  idea,  but  don't  always  write  the  check. 

Both  organizations  endorse  the  PromoFlor  legislation  and  sup- 
port its  immediate  implementation.  We  see  this  program  as  having 
direct  and  substantial  benefits  to  retail  florists  in  the  entire  indus- 
try if  it  succeeds.  We  believe  that  a  stronger  market  for  handlers 
of  cut  flowers  and  cut  greens  translates  into  increased  sales  to  con- 
sumers out  of  retail  flower  shops.  This  is  especially  true  if  you  con- 
sider that  over  87.3  percent  of  sales  by  wholesale  florists  are  to  re- 
tail florist  shops,  and  wholesale  florists  make  up  the  bulk  of  the 
handlers  in  our  industry. 

In  addition,  we  note  that  under  this  bill,  the  handlers  have  taken 
on  the  responsibility  of  paying  the  assessment  themselves  rather 
than  trying  to  pass  it  back  to  producers  or  ahead  to  retailers.  Fur- 
ther, we've  reviewed  the  legislative  proposal  in  detail  and  are  con- 
fident that  it  will  create  an  effective  and  cost-efficient  promotion 
program. 

The  major  flowers-by-wire  services  support  this  legislation,  which 
also  tells  us  that  it's  retail  friendly.  As  my  friends  on  the 
PromoFlor  panel  testifying  before  you  today  noted,  the  PromoFlor 
Council  will  include  a  retail  member. 

Mr.  Chairman,  for  decades  the  American  Floral  Marketing  Coun- 
cil has  been  creating  promotional  campaigns  to  increase  the  every- 
day sale  of  flowers  and  plants.  Published  research  statistics  indi- 
cate that  while  the  industry  sales  are  flat  or  declining  in  some 
areas  of  the  country,  nonoccasion  sales,  which  were  AFMC's  area 
of  specialty,  continue  to  expand  as  a  percentage  of  overall  sales,  in- 
creasing from  about  42.3  percent  in  1990  to  over  46  percent  in 
1991.  In  addition,  a  1990  Gallup  survey  conducted  for  AFMC 
showed  flowers  to  be  the  No.  1  gift  of  love  and  the  best  way  to 
smooth  over  hurt  feelings. 

While  these  trends  are  positive,  the  voluntary  AFMC  has  seen  its 
budget  decline  to  a  point  that  there  are  now  not  enough  funds  to 
effectively  reach  consumers  on  a  national  basis  in  today's  competi- 
tive marketplace.  That  is  why  we've  been  a  part  of  and  have 
strongly  supported  the  PromoFlor  Organizing  Group  since  its  in- 
ception over  2  years  ago. 
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Based  on  our  own  experience  in  promoting  flowers,  I  can  tell  you 
that  AFMC  strongly  believes  that  PromoFlor  is  the  method  of  fund- 
ing and  operating  effective  industry  promotion  of  cut  flowers  and 
cut  greens  in  the  future. 

The  whole  industry  is  united  behind  this.  There  are  some  indi- 
viduals who  are  not.  But  our  retail  shops  are  in  all  districts  and 
in  all  towns.  The  average  district  probably  includes  100  retail  flow- 
er shops,  and  we  want  this.  We've  worked  with  other  segments  to 
arrive  at  consensus.  Most  everyone  has  cooperated  in  this  process, 
and  the  program  has  been  molded  by  years  of  input  by  all  inter- 
ested parties. 

A  difficult  area  has  been  the  method  of  assessment,  but  I  can  tell 
you  that  it  is  the  standard  in  our  part  of  the  industry,  anyway,  to 
measure  advertising  budgets  as  a  percentage  of  volume,  not  based 
on  number  of  arrangements  sold  or  number  of  boxes  sold,  and  as 
a  retailer,  I  shudder  to  think  what  would  happen  to  our  delicate 
blossoms  if  they  were  forced  to  squeeze  as  many  as  possible  into 
a  box. 

This  is  a  program  that  is  meant  to  expand  the  total  market.  We 
have,  through  20  years,  had  AFMC's  marketing  effort  identify  the 
message  that  is  necessary  to  get  consumers  to  buy  more  flowers. 
We  just  don't  have  enough  money  to  get  the  message  out  to  the 
consumers.  We  have  a  product  that  on  any  day  someone  can  enjoy, 
and  it  won't  take  away  from  other  products.  It's  a  cultural  change 
that  we  need,  and  it's  not  only  one  that  will  benefit  flower  sellers, 
but  also  flower  users,  through  the  enjoyment  of  a  beautiful  product. 

As  an  independent  business  person,  I  can  tell  you  that  we  can 
see  PromoFlor  as  providing  us  with  an  opportunity  to  succeed,  and 
after  PromoFlor,  the  actual  success  will  be  up  to  us. 

I  thank  you  for  allowing  me  to  submit  this  statement  to  the  com- 
mittee and  ask  if  Mr.  Wanko  could  state  the  make-up  of  the 
Friends  of  PromoFlor. 

Mr.  Baesler.  After  Mr.  Wanko,  then  we'll  have  questions. 

Mr.  Wanko.  Thank  you  very  much.  I've  been  around  the  floral 
industry  and  intimately  involved  with  programs  over  the  last  18 
years,  and  I  have  never  seen  more  support  for  any  particular  pro- 
gram. The  organizations  and  companies  that  are  Friends  of 
PromoFlor  are  the  who's  who  of  the  industry.  I  won't  go  through 
the  entire  list  of  organizations,  but  I  think  it's  important.  It's  too 
easy  to  look  at  this  and  just  see  the  names.  I  know  who's  behind 
them. 

The  California  Cut  Flower  Commission.  They  represent  over  500 
growers.  Every  producer  of  cut  flowers  in  California  who  produces 
100,000  dollars'  worth  of  flowers  or  more  is  a  member  of  that  com- 
mission. The  commission  wants  PromoFlor.  The  Northern  Califor- 
nia Flower  Growers  &  Shippers  Association  is  the  oldest  associa- 
tion for  cut  flower  producers  in  the  State  of  California.  They  are 
supportive.  Santa  Barbara  Flower  Growers,  a  large  group  of  cut 
flower  growers.  They're  attitude  is,  "Give  us  PromoFlor,  expand  the 
market,  and  get  out  of  our  way,  because  we'll  get  our  share."  Colo- 
rado has  a  large  contingency  of  cut  flower  producers  because  they 
have  high  quality  of  light  in  Colorado.  The  Colorado  Greenhouse 
Growers  Association  is  a  Friend  of  PromoFlor.  Hawaii  Tropical 
Flower  Council  represents  all  cut  flower  and  cut  foliage  production 
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in  the  State  of  Hawaii,  nearly  500  growers.  They  want  PromoFlor. 
Roses,  Inc.,  a  very  major  organization  in  the  floral  industry,  rep- 
resents all  domestic  flower  growers  in  the  country.  They  are  sup- 
portive of  PromoFlor. 

Along  with  that,  we  have  all  of  the  State  organizations  of  signifi- 
cance. Those  State  organizations  are  not  just  retail  florists.  They 
also  represent  wholesalers,  growers,  and  retailers.  There  is  no 
other  major  organization  that  at  this  point  in  time  is  not  in  favor 
of  PromoFlor. 

Thank  you. 

[The  prepared  statement  of  Mr.  Kremp  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Baesler.  Thank  you. 

Now  we'll  go  to  our  questions.  I  just  have  one  question  myself, 
and  then  I'll  go  to  Mr.  Lewis. 

Are  the  Colombians  going  to  pay  anything?  I  read  the  first  report 
about  the  concern  about  the  Colombian  importers.  Are  they  going 
to  be  assessed? 

Mr.  Haight.  If  I  can,  I'll  answer.  As  a  handler — that  is  to  say, 
on  all  my  sales  which  go  to  exempt  wholesalers  or  direct  retail — 
yes,  I'll  be  assessed,  and  that's  a  large  portion  of  my  business. 

Mr.  Baesler.  Well,  you  heard  the  concern  of  the  gentleman  be- 
fore us,  Mr.  Euser,  just  a  while  ago,  and  I  think  Mr.  Stenholm  just 
asked  the  question,  but  are  they  going  to  get  the  same  percent  as 
everybody  else  in  the  United  States  is  going  to  have  to  pay,  or  is 
it  going  to  imbalance  it  that  little  bit? 

Mr.  Haight.  No.  I  think  it's  extremely  fair  the  way  it's  struc- 
tured. 

Mr.  Baesler.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

I  would  like  to  ask  Mr.  Mears  and  anyone  else  that  would  want 
to  volunteer  an  answer,  Mr.  Euser  has  expressed  concern  about  the 
assessment  procedure  under  H.R.  1738,  indicating  that  it  is  unfair 
to  domestic  producers.  Did  the  PromoFlor  organizing  group  give 
consideration  to  box  assessments?  Please  discuss  what  you  ulti- 
mately decided  on  this  issue  and  why. 

Mr.  Mears.  Yes,  we  did  give  consideration  to  other  methods  of 
assessment,  including  box  assessments  and  stem  assessments.  As 
a  matter  of  fact,  almost  a  year  ago,  at  a  meeting  in  Chicago  of  the 
PromoFlor  organizing  committee,  Mr.  Euser  was  there,  and  we  dis- 
cussed these  same  issues  at  that  time.  There  have  been  numerous 
meetings  with  our  group,  and  we  have  concluded  that  it  just  simply 
won't  work  to  do  box  assessments  or  stem  assessments,  and  there 
are  a  couple  of  reasons. 

First  of  all,  you  have  terrible  inequities  in  boxes.  I  mean,  you 
asked  the  question  a  while  ago,  is  a  box  a  sale?  Well,  Mr.  Euser 
said  that  flowers  move  in  boxes,  and  that  is  correct,  but  I  would 
point  out  that  flowers  might  move  with  12  individual  stems  of 
antherium  from  Hawaii  to  the  mainland  for  sale,  and  you're  going 
to  put  25  cents  a  box  on  those.  Mr.  Euser  sells  boxes  of  roses  that 
have  600  in  them,  and  you're  going  to  put  25  cents  on  that.  So  if 
you  want  to  talk  about  some  inequities,  those  are  gross  inequities. 

Furthermore,  there  are  situations  where  people  don't  sell  in 
boxed  lots,  such  as  myself.  As  a  wholesaler,  some  of  my  product  is 
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sold  in  boxes,  and  I  either  sell  it  as  it  comes  to  me  or  I  rebox  it, 
but  the  majority  of  my  product  is  sold  by  bunches  or  in  buckets  of 
flowers.  My  trucks  take  them  out  to  the  retail  florists,  and  they 
buy  a  bunch  of  this,  a  bunch  of  that,  half  a  bucket  of  that.  How 
am  I  ever  going  to  make  an  assessment  of  that?  It  would  just  be 
a  nightmare.  It  would  be  totally  impossible  to  track,  whereas  sales 
are  easy  and  it's  clean. 

Mr.  Lewis.  Also,  to  the  panel,  the  Food  Marketing  Institute  has 
indicated  concern  about  retail  and  wholesale  supermarkets  being 
assessed  under  H.R.  1738.  They  have  requested  that  all  retail  and 
wholesale  grosses  be  exempt  from  the  legislation.  Would  you  com- 
ment on  that,  anybody  on  the  panel? 

Mr.  Wanko.  Retail  supermarkets  do  not  pay  the  assessment. 
When  someone  sells  to  a  supermarket,  they  are  selling  to  a  re- 
tailer, so  whoever  is  doing  that  sale  is  the  handler  and,  under  our 
definition,  pays  the  assessment.  When  you  have  a  situation  where 
you  have  a  wholesale  grocer  selling  cut  flowers,  if  that  wholesale 
grocer  is  doing  sales  of  $750,000  or  greater,  they  do  pay  the  assess- 
ment. We  feel  at  that  level  you  are  seriously  in  the  flower  business, 
and  you  are  competing  with  other  wholesalers  selling  cut  flowers, 
and  you  should  pay  the  assessment. 

So  in  the  case  of  the  wholesaler,  they  fall  under  the  program;  in 
the  case  of  the  retailer,  they  do  not.  It's  whoever  sells  to  them. 

Mr.  Lewis.  To  the  panel,  a  number  of  domestic  producer  groups 
support  the  enactment  of  H.R.  1738,  yet  today  the  committee  has 
heard  testimony  that  indicates  the  bill  will  be  harmful  to  domestic 
producer  interests.  Would  you  please  respond  to  the  committee  how 
H.R.  1738  will  benefit  the  domestic  production  industry? 

Mr.  Mears.  I  could  comment  on  that,  for  one,  and  this  is  a  con- 
tention that  I  have  not  understood  from  the  first  time  I  heard  it. 
My  business  has  increased  each  year  for  the  last  several  years,  and 
the  amount  of  purchases  that  I  make  from  my  domestic  sources 
and  my  import  sources  have  increased.  The  contention  is  that  if  the 
market  expands  dramatically,  that  all  of  that  expansion  is  going  to 
go  toward  imported  product.  That's  the  contention  that  they  are 
making,  and  that  is  simply  not  true. 

As  a  matter  of  fact,  my  personal  company's  purchases  from  do- 
mestic sources  out  of  Colorado  and  California  are  higher  now  than 
they  were  as  recently  as  3  or  4  years  ago.  And  as  a  matter  of  fact, 
for  this  Valentine's,  I  purchased  more  domestic  roses  from  the 
State  of  Colorado  than  I  did  from  any  other  individual  importer  by 
a  large  margin. 

Mr.  Lewis.  Mr.  Brothers,  you  were  going  to  comment? 

Mr.  Brothers.  Yes.  I'm  a  producer,  and  I  feel  that  I  will  benefit 
tremendously,  and  I  feel  other  like-minded  growers  will  also  benefit 
tremendously.  If  the  market  is  increased  and  people's  interests  are 
perked  in  cut  flowers,  I'll  get  my  fair  share.  It's  easy  to  say,  "Well, 
the  imports  are  cheaper,  and  domestic  production  is  more  expen- 
sive." I  buy  a  lot  of  imported  product,  I  buy  domestic  product,  I 
grow  domestic  product,  and  in  not  all  the  cases,  not  even  close  to 
all  the  cases,  is  the  domestic  product  more  expensive  than  the  im- 
ported. Oftentimes  the  imported  is  more  expensive,  and  as  I've 
come  to  learn  by  using  imported  product,  oftentimes  the  quality  of 
the  imported  product  is  superior  to  the  domestic  product. 
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So  it's  not  a  cut-and-dried  situation.  I  feel  that  I  will  benefit,  I 
feel  other  producers  will  benefit  tremendously. 

Mr.  Lewis.  One  final  question.  What  are  your  thoughts  on 
PromoFlor  assessments  discriminating  against  domestically  pro- 
duced flowers  and  greens? 

Mr.  Brothers.  I  might  again  jump  on  that  one.  I  think  the  only 
way  you  can  draw  that  conclusion  is  to  say  for  sure  imported  prod- 
uct is  cheaper  than  domestic,  and  that,  again,  is  not  necessarily  the 
case.  Also,  I  think  the  argument  is  really  tainted  toward — if  this 
were  a  producer  order  as  opposed  to  a  handling  order.  The  im- 
ported product  will  be  assessed  not  on  the  value  of  the  cut  flowers 
alone.  It  will  include  box  charges,  freights,  and  everything,  and  if 
you  include  all  those  charges  and  you  compare  it  to  domestic  pro- 
duction, I  feel  like  the  value  is  going  to  be  fairly  close  to  the  same. 

Mr.  Lewis.  Thank  you,  panel. 

Thank  you,  Mr.  Chairman. 

Mr.  Baesler.  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much.  I'm  sorry  to  be  late.  I  had 
to  be  on  the  floor. 

I  missed  the  first  panel,  but  in  the  testimony  presented  by  Mr. 
Ninomiya,  you  make  two  suggestions:  One,  that  the  referendum  be 
at  the  beginning  rather  than  3  years  later.  Has  that  been  ad- 
dressed by  anyone  in  this  panel? 

Mr.  Mears.  We  did  consider  both  methods  of  the  referendum.  We 
felt  like,  first,  because  of  the  delay  of  time  that  an  up-front  referen- 
dum would  cause  us,  that  we  would  prefer  to  go  with  a  delayed  ref- 
erendum. 

Second,  we  felt  like,  as  a  handlers  order,  we  could  show  industry 
support  to  Congress  initially  to  let  us  do  a  delayed  referendum, 
and,  in  fact,  that  is  the  case.  With  our  survey  that  Ernst  &  Young 
has  done,  we  have  shown  overwhelming  support  of  the  people  that 
were  polled  that  they  do  want  PromoFlor  in  the  present  state  of 
the  bill,  and  they  are  in  favor  of  the  delayed  referendum. 

Third,  we  agreed  with  the  statement  that  has  already  been  made 
that  you  really  need  to  try  something  for  a  while  before  you  make 
a  final  judgment  on  it,  and  we  think  that  the  3-year  trial  period 
will  let  us  know  if  that  is  in  fact  what  we  want.  If  it's  not,  if  it 
doesn't  work,  if  things  are  bad,  I'll  be  the  first  one  to  be  against 
it.  But  I  think  that  we  need  at  least  3  years  before  we  make  a  final 
up  or  down  vote  on  it. 

The  Chairman.  None  of  the  others  that  we  have  do  that.  They 
all  do  it  at  the  initial  stage. 

Mr.  Mears.  No. 

The  Chairman.  Mushrooms?  I  guess  they've  done  it  both  ways. 

Mr.  Mears.  According  to  our  information,  the  dairy,  beef,  pork, 
soybean,  lime,  and  pecan  orders  all  have  delayed  referendums. 

The  Chairman.  Mushrooms  and  something  else.  What  about  re- 
funds from  an  escrow  account,  which  Mr.  Ninomiya  mentions  also? 

Mr.  Kremp.  We  have  a  unique  situation  in  our  industry  with  the 
American  Floral  Marketing  Council,  which  is  a  voluntary  situation, 
and  adding  a  refund  provision  in  as  is  being  proposed  is  going  to 
mean  just  a  continuation  of  the  status  quo,  where  you  have  every- 
one saying,  "We  support  the  program,"  but  only  the  strongest  sup- 
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porters  actually  put  the  money  in.  We  have  not  been  able  to  collect 
enough  money  under  the  voluntary  method. 

One  of  the  problems  with  the  refund  situation  also  is  that  many 
of  the  members,  the  handlers  who  support  this,  have  said  it  would 
not  be  fair  if  there  were  a  refund  provision  and  that  they  would 
not  support  this  program.  The  majority  of  the  people  say  they 
would  not  support  it  with  a  refund  proposal  in  there.  So  that  was 
why  it's  being  proposed  as  we  are  stating  it. 

Every  other  program  but  the  watermelon  program  has  elimi- 
nated refunds,  and  the  Watermelon  Board,  I  understand,  has  some- 
thing coming  up  before  the  committee,  a  proposal,  where  even 
that's  going  to  be  eliminated. 

One  of  the  problems  that  I  see  is  that  the  refund  allows  a  few 
nonsupporters  to  not  participate  in  the  program,  and  that,  to  me, 
would  not  be  fair.  It  really  sets  up  some  to  take  advantage  of  a  free 
ride. 

The  Chairman.  What  would  you  say  to  people  who  say  that  this 
takes  away  some  of  the  democratic  nature  of  the  institution — that 
you're  forcing  something  on  someone? 

Mr.  Kremp.  Well,  sir,  I  think  what  we  have  is  something  that's 
very  democratic  in  that  we  have  talked  to  the  entire  industry  over 
2  years  to  find  out  what  most  everyone  wants  and  found  that  an 
overwhelming  number  would  like  to  have  it  this  way.  There  are  a 
few  people  who  don't  want  to  go  along,  and  that's  fine,  and  that's 
the  way  it  is. 

But  in  this  democratic  situation,  everybody  has  to  give  a  little  bit 
somewhere  for  the  betterment  of  them  all,  and  that's  what  we're 
looking  for  here — a  program  where  nobody  has  to  give  up  too  much, 
but  the  end  result  is  much  greater  than  if  we  go  it  alone.  We've 
been  going  it  alone,  and  it  hasn't  worked,  so  now  we  would  like  to 
have  the  Government  help  us  to  have  a  united  marketing  effort  to 
the  betterment  of  many. 

Congressman  I  had  the  opportunity  to  speak  with  you  several 
years  ago,  and  you  brought  up  the  Flora  Board  situation  and  how 
disappointed  you  were,  that  you  thought  the  industry  let  you  down 
because  it  wasn't  voted  in  the  affirmative.  Well,  what  we  found  was 
that  there  was  a  large  group  of  people  who  were  promoting  plants 
in  that  case,  and  that's  where  the  vote  went  that  destroyed  that 
activity  of  Flora  Board.  We  now  have  just  those  people  from  the  flo- 
ral industry.  If  it  would  have  been  voted  on  last  time  by  those  in 
the  floral  industry,  it  would  have  passed. 

So  we  have  taken  the  time  necessary  to  come  up  with  a  program 
that  the  floral  industry  wants,  and  I  can  tell  you  from  my  heart 
that  even  I,  as  a  retailer — and  I'm  not  going  to  vote  for  it — but  rep- 
resenting probably  40,000  retail  florists  in  the  country,  I  am  say- 
ing, "We  really  need  to  market  our  product,"  and  this  would  do  it. 

The  Chairman.  I  heard  the  same  thing  last  time,  and  then  it  all 
blew  apart. 

Mr.  Kremp.  Well,  we're  going  to  market  flowers  and  greens. 
That's  what  this  program  is  for. 

The  Chairman.  Now,  Mr.  Stewart,  representing  the  Floral  Trade 
Council,  mentioned  about  representation  for  domestic  producers. 
Have  you  all  discussed  the  distribution  of  the  representation? 
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Mr.  Brothers.  Yes,  I  think  I  can  address  that.  In  my  mind,  it 
kind  of  boils  down  to  the  premise  of  taxation  without  representa- 
tion. If  I'm  a  handler  and  I'm  paying  into  the  program,  I  would  ex- 
pect to  have  a  voice.  1  would  not  expect  to  be  controlled  by  another 
interest,  which  would  be  the  producer  interest,  which  is  not  paying 
into  the  PromoFlor.  So,  to  me,  it's  really  almost  a  nonissue. 

Certainly,  the  producers  are  going  to  have  influence,  they're 
going  to  have  representation,  but  those  that  are  paying  the  han- 
dlers are  going  to  have  the  majority,  the  say  and  of  the  representa- 
tion. 

The  Chairman.  He  states  that  if  there  is  not  an  acceptable  modi- 
fication, then  certain  consumer  education  objectives  should  be  put 
in  the  bill  so  that  some  of  the  underlying  problems  preventing  do- 
mestic growers  from  partaking  in  market  growth  will  be  addressed. 
How  would  you  address  that,  beyond  what  he  states  in  his  testi- 
mony? I  don't  know  if  you  heard  his  testimony  or  not. 

Mr.  Kremp.  Yes.  The  advertising  message  needs  to  be  tailored  to 
what's  going  to  sell  flowers.  That's  the  reason  the  money  is  being 
raised.  Our  industry  has  done  much  research  over  the  years  to  find 
out  why  people  buy  flowers,  what  are  the  hot  buttons  to  push. 
Those  are  the  things  that  will  be  used.  Now,  whatever  market  re- 
search and  advertising  agencies  find  out  is  the  message  to  sell 
flowers  is  what  should  be  done.  The  actual  message  is  going  to 
have  to  be  approved  by  those  people  who  are  sitting  on  that  com- 
mittee at  that  time. 

I  don't  think  it's  fair  to  try  to  tie  future  representatives  through 
the  bill  as  to  what  the  advertising  message  is  going  to  be,  because, 
as  we  know,  we  live  in  such  a  fluid  society  that  what's  going  to  sell 
flowers  this  year  is  going  to  be  different  next  year.  So  I  think  it's 
inappropriate  to  put  something  in  there  that  ties  the  marketing 
message  to  a  particular  issue. 

The  Chairman.  Mother's  Day,  Valentine's  Day,  Thanksgiving 
Day,  Christmas,  and  New  Year's  are  what  sells  flowers. 

Mr.  Kremp.  Every  day. 

The  Chairman.  And  advertising  that  you  can  do  it  on  the  wire. 

Mr.  Kremp.  But,  see,  we  have  a  product  that 

The  Chairman.  Who  gets  the  profit  from  that  wire  transfer 
thing?  The  producer  or  the  retailer  or  the  wire  service? 

Mr.  Kremp.  Well,  as  a  retailer,  I  would  like  to  tell  you  that  I 
think  that  it's  the  wholesalers  and  the  growers  that  are  making  all 
the  money.  [Laughter.] 

But  hopefully  it's  spread  out,  and  as  in  any  fi-ee  market,  the  good 
business  people  that  have  a  good  product  and  market  it  well  make 
money. 

Mr.  Mears.  Congressman,  may  I  just  add  to  that?  You  brought 
up  a  good  point  about  the  holidays  that  you  mentioned,  and  the  sit- 
uation right  now  is  that  the  average  handler,  and  really  probably 
producer,  too,  in  the  country,  about  60  percent  of  their  annual  in- 
come in  sales  comes  from  the  holidays  that  you  just  mentioned — 
Thanksgiving,  Christmas,  Valentine's,  Easter,  and  Mother's  Day. 
So  basically  let's  say  that  you've  got  1  month  out  of  the  12  where 
you're  very  busy  and  you've  got  your  operation  geared  up  to  service 
your  clientele  for  those  particular  holidays.  The  problem  is,  what 
do  you  do  with  the  other  11  months  out  of  the  year? 
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The  PromoFlor  proposal  is  to  hit  hard  with  the  promotion  during 
the  nonhohday  months.  We're  going  to  assume  that  FTD  and  other 
wire  services  that  are  doing  advertising  at  hohdays  are  going  to 
continue.  We  want  to  come  in  strong  during  the  nonhohday  months 
when  things  are  slow.  President  Clinton  wants  to  put  people  back 
to  work,  and  I  applaud  him  for  that.  I  can  tell  you  that  if  my  busi- 
ness would  pick  up  10  or  15  percent,  I  can  put  some  part-time  peo- 
ple on  full-time  or  I  could  bring  on  some  full-time  people  in  my  own 
operation  if  I  had  more  business  in  June,  July,  August,  September, 
and  January,  the  slow  months. 

Mr.  Brothers.  Maybe  I  can  add  to  that  just  a  little  bit,  too. 
From  a  producer  standpoint,  my  plants  don't  grow  for  the  holidays. 
They  grow  year-round,  and  you  can  tweak  them  a  little  bit  and 
trick  mother  nature,  but  you  can't  do  it  that  much.  To  have  a  year- 
round  demand  would  be  fantastic.  I  mean,  it  just  would  make  a 
whole  different  set  of  circumstances  for  us.  You  just  can't  grow  for 
holidays,  and  that's  something  I  think  sometimes  producers  fail  to 
understand,  how  much  PromoFlor  is  going  to  benefit  us  by  having 
a  year-round  demand. 

The  Chairman,  How  does  this  impact  on  my  friend  that  grows 
poinsettias  in  California? 

Mr.  Mears.  Well,  he  won't  be  subject  to  any  assessments,  but  it's 
my  personal  belief  that  everybody  is  going  to  have  a  trickle-down 
or  filter-down  benefit  from  this.  I  believe  that  people  who  sell  flo- 
rist supplies,  who  sell  containers  that  a  dozen  roses  are  going  to 
go  in,  who  sell  all  the  supplementary  items,  ribbon  and  everything 
else  that  goes  with  the  products,  I  believe  that  the/re  going  to 
enjoy  a  benefit  from  this  as  well,  simply  because  there's  going  to 
be  an  increased  usage  of  it.  If  we  sell  more  roses  year-round,  then 
you're  going  to  have  to  have  something  to  put  them  in,  and  it's  the 
people  that  supply  the  containers  and  vases  and  what  you  put 
those  things  in  that  are  going  to  enjoy  that  increase  in  sales. 

The  Chairman.  Do  you  know  where  the  home  of  the  poinsettia 
is  in  the  United  States? 

Mr.  Mears.  Where  the  home  of  it  is? 

The  Chairman.  Yes. 

Mr.  Mears.  I  guess  you  mean  Paul  Ecky?  Is  that  what  you're  re- 
ferring to? 

The  Chairman.  No.  It's  Mission,  Texas.  [Laughter.] 

Mr.  Mears.  No,  I  didn't  know  that,  sir.  I'm  glad  for  that  bit  of 
information,  though.  But  to  answer  your  question,  I  believe  that  it 
will  benefit  him.  I  firmly  believe  that  it  will  benefit  everybody  han- 
dling floral  products  of  any  kind — plants,  fresh  flowers,  supplies.  It 
doesn't  matter.  They're  all  going  to  enjoy  some  benefit  from  it. 

The  Chairman.  Actually,  in  Spanish  it's  called  "noche  buena"  or 
the  Christmas  flower,  and  the  Ambassador  of  Poinsett,  who  was 
our  Ambassador  in  Mexico,  brought  them,  and  that's  why  they're 
called  poinsettias.  I'm  somewhat  of  an  expert  in  that  area. 

Thank  you  very  much,  Mr.  Chairman.  I've  taken  much  more  of 
the  time  than  was  allotted.  I  apologize  to  Mr.  Stenholm. 

Mr.  Baesler.  Mr.  Stenholm. 

Mr.  Stenholm.  I  kind  of  enjoyed  that.  [Laughter.] 
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I'd  suggest  you  all  know  the  answer  to  that  question  next  time. 
It  would  help  your  case  a  little  bit  more  if  you  knew  the  answer 
to  that,  like  the  rest  of  us  did.  [Laughter.] 

Help  educate  me  a  little  bit  about  some  of  these  terms  now. 

An  observation  that  I  would  make,  I'd  love  to  be  associated  with 
any  kind  of  program  in  which  the  producer  is  doing  the  best  finan- 
cially. As  a  farmer  in  real  life,  I  have  yet  to  see  that,  but  if  that's 
true  in  flowers,  more  power  to  your  producers. 

But  you've  got  handlers,  you've  got  producers.  Walk  me  through 
what  happens  to  get  a  cut  flower  to  me,  the  consumer,  just  briefly. 

Mr.  Mears.  I  think  it's  easiest  just  to  start  with  the  handler.  We 
are  defining  a  handler  as  that  entity  who  sells  to  a  retailer.  That 
could  be  a  retail  florist,  a  supermarket,  a  garden  center.  It  doesn't 
matter  what  kind  of  retailer.  Just  whoever  sells  to  the  retail  mar- 
ket is  a  handler. 

Mr.  Stenholm.  Can  a  handler  be  a  producer? 

Mr.  Mears.  He  can  be  a  producer. 

Mr.  Stenholm.  Can  be  a  producer.  Does  not  have  to  be  a  pro- 
ducer. 

Mr.  Mears.  That's  correct.  And  everybody  who  is  a  producer  who 
sells  his  or  her  product  through  a  handler  like  me  will  pay  nothing. 
Now,  if  he's  a  producer  and  he  sells  his  product  directly  to  some 
retail  segment  of  the  market,  then  he  will  pay  on  those  sales.  But 
everything  that  a  producer  sells  to  a  handler  will  be  no  assessment. 

Mr.  Stenholm.  So  the  assessments  will  come  only 

Mr.  Mears.  When  I  sell  it.  When  I  sell  it  to  the  retailer. 

Mr.  Stenholm.  When  you  sell  it  to  the  retailer. 

Mr.  Mears.  Right.  Then  my  sales  will  be  assessed  on  those  sales 
to  the  retailer. 

Mr.  Stenholm.  And  that's  also  on  all  imported  cut  flowers. 

Mr.  Mears.  Correct.  As  an  importer,  if  you  perform  the  handler 
function  by  selling  directly  to  some  retailer,  then  you  will  pay  the 
assessment.  Dwight,  as  a  handler  in  Miami  selling  product  to  su- 
permarkets, will  pay  on  every  one  of  those  sales. 

Mr.  Stenholm.  An  individual  producer  who  retails  his  or  her 
own  flowers  would  or  would  not  pay  an  assessment? 

Mr.  Brothers.  Would  pay  if  it's  in  excess  of  $750,000. 

Mr.  Stenholm.  In  excess  of  the  $750,000.  If  it's  a  small  pro- 
ducer, there's  no  assessment. 

Mr.  Brothers.  Right. 

Mr.  Stenholm.  And  you  have  representation  on  the  PromoFlor 
Council  from  qualified  wholesale  handlers  of  domestic  and/or  im- 
ported product. 

Mr.  Mears.  Three  fi*om  each.  Three  domestic  producers  and 
three  importers,  who  also  perform  the  handler  function. 

Mr.  Stenholm.  I  don't  think  I  have  any  other  questions.  The 
chairman  asked  several  of  the  ones  that  I  was  going  to  be  asking 
concerning  the  timing  of  the  referendum,  et  cetera. 

I  have  no  further  questions,  Mr.  Chairman. 

Mr.  Baesler.  Thank  you. 

Well,  thank  you  all  very  much,  and  that  will  do  it. 

[Whereupon,  at  3  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene, subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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statement  of  Kenneth  C.  Clayton 

Acting  Assistant  Secretary 

Marketing  and  Inspection  Services 

United  States  Department  of  Agriculture 

before  the  Subcommittee  on  Specialty  Crops  and  Natural  Resources 

Committee  on  Agriculture 
U.S.  House  of  Representatives 

May  12,  1993 

Mr.  Chairman  and  Members  of  the  Committee: 

We  appreciate  this  opportunity  to  appear  before  your 
Committee  to  discuss  H.R.  1738,  the  proposed  Fresh  Cut  Flowers 
and  Fresh  Cut  Greens  Promotion  and  Information  Act  of  1993. 
Accompanying  me  today  is  Charles  Brader,  Director  of  the  Fruit 
and  Vegetable  Division  of  the  Agricultural  Marketing  Service 
(AMS) .   Mr.  Brader  has  responsibility  for  the  administration  and 
oversight  of  several  commodity  research  and  promotion  programs; 
and  if  enacted,  H.R.  1738  would  also  fall  in  his  area  of 
responsibility. 

Mr.  Chairman,  the  Department  has  long  been  supportive  of 
industry  self-help  initiatives  for  the  agricultural  sector  to 
improve  its  competitive  position  m  the  marketplace. 
Consequently,  we  have  no  objection  to  H.R.  1738. 

A  study,  released  by  the  Department's  Economic  Research 
Service  in  July  1989,  indicates  that  90  percent  of  all  U.S. 
producers  contribute  money  to  farm  commodity  promotion  and  market 
development  either  through  State  or  federally-legislated 
programs.   These  industry  self-help  initiatives  collectively  are 
yielding  in  excess  of  $530  million  annually  to  help  U.S. 
agricultural  producers  enhance  their  position  in  both  domestic 
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and  foreign  markets. 

About  80  percent  of  the  total  funds  generated  for  farm 
commodity  research  and  promotion  programs  in  this  country  are 
collected  pursuant  to  federally-authorized  legislation,  with 
administration  by  commodity  boards  for  national.  State  and 
regional  programs. 

Legislative  Guidelines  £or 
Connnodity  Research  and  Promotion  Programs 
While  provisions  of  existing  commodity  research  and 
promotion  programs  vary  considerably  from  one  industry  to 
another," it  remains  the  Department's  position  that  when  research, 
promotion,  and  education  programs  are  enacted  by  Congress,  the 
long-run  interests  of  the  industry  and  general  public  are  best 
served  when  such  legislation  contains  these  features: 

national  in  scope  representing  the  collective  efforts 
of  industry  members  nationwide; 

implemented  through  either  an  upfront  referendum  by 
a  majority  of  qualified  persons  voting,-  or  if 
implemented  by  delayed  referendum,  provision  for 
refunds  (either  through  direct  monthly  refunds  or 
escrow)  prior  to  issuance  of  the  final  order; 
opportunity  for  industry  groups  to  reaffirm  their 
support  for  these  programs  if  requested  by  at  least  10 
percent  of  qualified  persons; 

prompt  refunds  where  applicable  and  confidentiality  of 
refund  information  so  as  not  to  readily  identify 
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individual  persons  or  firms; 

appointment  by  the  Secretary  of  board  members  from 
industry  nominations; 

for  programs  that  assess  imports,  provision  for 
equitable  treatment  pf  domestic  and  imported 
commodities,  importer  representation  on  the  boards  and 
in  referenda,  and  compliance  with  international  trade 
agreements; 

prohibition  on  the  use  of  assessment  funds  for  false  or 
misleading  advertisement; 

prohibition  on  the  use  of  assessment  funds  to  influence 
legislation  or  governmental  policy  or  action,  except  in 
recommending  to  the  Secretary  amendments  to  the  order; 
direct  enforcement  authority  by  the  Secretary, 
including  the  imposition  of  civil  penalties  and  cease 
and  desist  authority; 

full  reimbursement  to  the  Department  from  date  of 
petition  for  an  order  for  costs  incurred  in 
administering  the  program,  including  startup  costs, 
salaries  of  Department  personnel,  the  cost  of 
conducting  referenda,  and  legal  costs, 
authority  for  the  Secretary  to  suspend  or  terminate  a 
program  which  the  Secretary  determines  does  not  carry 
out  the  policy  of  the  authorizing  statute. 
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H.R.  1738 
Proposed  "Fresh  Cut  Flowers  and  Fresh  Cut  Greens 
Promotion  and  Information  Act 

H.R.  1738  provides  for  a  nationwide  program  of  commodity 
promotion,  funded  by  handlers,  to  maintain  and  expand  markets  for 
fresh  cut  flowers  and  fresh  cut  greens.   The  legislation  is 
patterned  after  other  statutes,  and  the  program  in  itself  would 
be  implemented  through  a  promotion  "order",  as  under  other 
statutes,  with  oversight  by  the  Department. 

The  Fresh  Cut  Flowers  and  Fresh  Cut  Greens  Promotion  and 
Information  Order  (Order)  will  cover  both  domestically  grown  and 
imported  cut  flowers  and  cut  greens.   The  promotion  activities 
and  the  administration  of  the  Order  will  be  handled  by  a  21- 
member  PromoFlor  Council  (Council)  appointed  by  the  Secretary 
from  industry  nominations.   The  Council  would  be  comprised  of  14 
qualified  wholesale  handlers  of  domestic  and  imported  cut  flowers 
or  cut  greens,  3  producers  who  are  qualified  handlers,  3 
importers  who  are  qualified  handlers,  and  1  member  representing 
retailers. 

Activities  under  the  Order  will  be  paid  for  by  assessments 
on  sales  of  cut  flowers  and  cut  greens  by  non-exempt  handlers  to 
retailers.   The  small  company  exemption  would  apply  to  any 
handler  whose  total  sales  of  cut  flowers  and  cut  greens  to 
retailers  or  other  exempt  handlers  are  less  than  $750,000 
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annually.   Exported  floral  products  are  also  exempt  from 
assessment.   No  refunds  of  assessments  would  be  allowed.   Refunds 
would,  however,  be  provided  if  handlers  decide  not  to  continue 
the  program  in  the  initial  referendum  on  the  Order.   An  escrow 
account  of  10  percent  of  the  assessments  collected  would  be  set 
aside  prior  to  the  initial  referendum  to  provide  refunds  to  those 
individuals  who  request  them,  should  the  Order  fail  to  be 
approved  in  the  referendum.   If  the  Order  is  approved  in  the 
referendum,  the  escrowed  funds  would  be  available  to  the  Council 
for  its  use,  and  no  further  refunds  would  be  allowed. 

The  initial  assessment  rate  would  be  1/2  of  1  percent  of  the 
gross  sales  price  of  product  sold  from  non-exempt  handlers  to 
retailers;  or  in  the  case  of  transactions  of  distribution  centers 
and  direct  sales  to  consumers  by  importers  and  producers,  of  the 
amount  of  each  such  transaction  as  determined  by  a  formula. 
After  the  first  three  years  the  Order  is  in  effect,  the  Council 
could  recommend  an  increase  or  decrease  in  the  assessment  by  as 
much  as  1/4  of  1  percent  annually,  with  the  maximum  assessment 
level  being  1  percent  of  the  gross  sales  price  of  product  sold  or 
transaction  amount.   Any  change  in  the  assessment  rate  or  the 
formula  could  be  made  when  recommended  by  the  Council  with  the 
approval  of  the  Secretary  through  the  notice  and  comment 
procedure  and  as  necessary  to  achieve  the  objectives  of  the  Act. 
We  believe  further  clarification  is  needed  in  this  regard. 

The  Order  will  not  be  continued  unless  it  is  approved  by 
assessment-paying  handlers  in  a  referendum  conducted  not  later 
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than  36  months  after  it  is  issued.   Also,  the  bill  will  authorize 
the  Secretary  at  any  time  thereafter  to  conduct  a  referendum  to 
determine  whether  handlers  required  to  pay  assessments  under  the 
Order  favor  suspension  or  termination  of  the  Order.   In  addition, 
the  Secretary,  whenever  requested  by  the  Council  or  by  a 
representative  group  comprising  30  percent  or  more  of  all 
handlers  required  to  pay  assessments  under  the  Order,  shall 
conduct  a  referendum  to  determine  whether  eligible  handlers  favor 
suspension  or  termination  of  the  Order.  In  all  referendum  votes, 
approval  must  be  by  a  simple  majority  of  all  votes  cast,  and  each 
handler  will  be  entitled  to  cast  one  vote  for  each  eligible 
separate  facility  with  gross  sales  of  cut  flowers  and  cut  greens 
to  retailers  and  exempt  handlers  annually  of  $750,000  or  more. 

The  Act  further  provides  for  civil  and  criminal  enforcement 
remedies  for  non-compliance  with  the  Order  or  the  regulations 
issued  under  such  Order.   The  administrative  adjudication 
provision  authorizes  the  Secretary  to  levy  civil  penalties  and 
for  imposing  cease  and  desist  orders  on  non-complying  persons. 
The  Council  will  be  responsible  for  identifying,  contacting,  and 
investigating  persons  who  have  not  reported  or  paid  assessments. 
Unpaid  accounts  will  be  turned  over  to  the  Department  for 
administrative  or  legal  action. 

Official  data  on  the  wholesale  value  of  domestic  cut  flowers 
and  cut  greens  and  the  value  of  imports  are  not  representative  of 
the  wholesale  values  that  would  be  suc-ect  to  assessment  under 
the  proposed  program.   The  National  Agricultural  Statistics 
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Service  reported  that  floraculture  grower  sales  of  domestic  cut 
flowers  and  cut  greens  were  $570  million  in  1992,  and  the  U.S. 
Customs  Service's  valuation  for  imports  in  calendar  year  1992  was 
$356  million.   The  value  of  both  the  imported  and  domestic 
product,  coupled  with  charges  for  packaging,  freight,  storage, 
and  other  related  costs,  could  significantly  increase  the  value 
which  would  actually  be  subjected  to  assessment.   This  value 
could  be  as  much  as  double  the  reported  value  of  nearly  $2 
billion.   Depending,  of  course,  on  the  number  of  handlers  subject 
to  assessment,  an  initial  assessment  rate  of  0.5  percent  of  the 
gross  sales  price  of  product  sold  could  potentially  yield 
revenues  in  the  range  of  $5.0  to  10.0  million  annually.   Mr. 
Chairman,  certainly  one  of  the  by-products  to  be  derived  from  the 
enactment  of  this  bill  will  be  the  availability  of  data  reported 
in  a  consistent  manner  on  both  domestic  production  and  imports. 

The  leading  States  in  the  United  States  producing  fresh  cut 
flowers  and  fresh  cut  greens,  by  wholesale  value,  are  California, 
which  produces  approximately  60  percent  of  the  domestic  crop, 
followed  by  Florida,  Colorado,  New  York,  Hawaii,  and 
Pennsylvania.   Major  countries  exporting  fresh  cut  flowers  and 
fresh  cut  greens  into  the  United  States,  by  value,  are  Columbia, 
which  accounts  for  approximately  60  percent,  followed  by  The 
Netherlands,  Mexico,  and  Costa  Rica. 

The  floral  industry  realizes  that  the  consumption  of  floral 
products  is  considerably  lower  in  the  United  States  than  in  many 
other  places  in  the  world.   Since  many  of  the  businesses  engaged 
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in  the  production  and  marketing  of  fresh-  cut  flowers  and  fresh 
cut  greens  are  small  to  medium  size,  the  pooling  of  resources 
through  this  type  of  promotion  effort  should  benefit  the  entire 
industry.   The  development  and  implementation  of  a  coordinated 
national  generic  promotion  program  and  the  infusion  of  additional 
funding  into  an  industry  that  already  has  a  substantial 
promotional  effort  in  place  is  expected  to  improve  consumption, 
expand  existing  markets,  and  develop  even  more  new  markets  for 
fresh  cut  flowers  and  fresh  cut  greens. 

The  Council  would  reimburse  the  Department  for  the  costs  of 
implementing  and  administering  the  program,  except  for  the 
salaries  of  Federal  employees  which  are  incurred  in  conducting 
referenda.   Annual  reimbursements  to  the  Department  are  expected 
to  be  approximately  $125,000,  including  legal  costs. 

Conclusion 

Mr.  Chairman,  my  testimony  has  addressed  new  legislative 
authority  for  a  research  and  promotion  program  for  the  floral 
industry.   We  believe  H.R.  1738  conforms  to  the  Department's 
legislative  guidelines  and  will  enable  the  floral  industy  to 
improve  its  competitive  position  in  the  marketplace.   We  urge 
your  consideration  of  the  amendment  suggested  herein. 

Like  all  commodity  research  and  promotion  programs,  the 
Department  will  provide  active  oversight  to  ensure  that  the 
program  is  carried  out  in  accordance  with  the  authorizing  statute 
and  the  Order.   Annual  budgets  and  workplans  of  the  board  must  be 
approved  by  the  Secretary,  and  Department  staff  will  regularly 
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attend  meetings  of  the  board.   This  ongoing  and  active  oversight 
helps  assure  that  industry-generated  funds  are  expended  for  the 
purposes  intended. 

Mr.  Chairman,  this  concludes  my  statement.   We  will  be  glad 
to  respond  to  any  questions  the  Committee  may  have. 
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INTRODUCTION 

Mr.  Chairman  and  Members  of  the  Subcominittee,  my  name  is  Bob 
Euser.   I  am  the  President  of  Bob  Euser 's  Wholesale  Florist  of 
Commerce  City,  Colorado.   I  appear  before  you  today  to  speak  in 
my  capacity  as  President  of  the  Concerned  Domestic  Flower  Growers 
and  Handlers.   We  would  like  to  thank  you  and  members  of  the 
Subcommittee  for  giving  us  the  opportunity  to  testify  before  the 
Subcommittee  today. 

We  would  like  to  state  for  the  record  that  contrary  to  what  you 
may  have  heard,  it  is  not  our  goal  to  defeat  this  legislation. 
Rather,  we  are  coming  before  you  today  to  participate  in  the 
legislative  process,  as  we  believe  we  have  a  right,  and  to  set 
forth  our  views  on  H.R.  1738  as  it  is  presently  drafted.   We 
obviously  have  some  very  serious  concerns,  but  we  are  willing  to 
work  with  the  Committee  and  the  sponsors  of  this  proposal  to 
improve  it  so  that  it  will  be  equitable  and  fair  to  domestic 
growers . 

Mr.  Chairman,  we  believe  that  H.R.  1738,  as  presently  drafted,  is 
a  perfect  example  of  what  happens  when  special  interests  are  at 
work  in  Washington  while  we  growers  are  at  work  in  our 
greenhouses.   We  understand  that  the  sponsors  of  H.R.  1738  may 
have  been  given  the  impression  that  the  entire  industry  was 
supporting  the  bill  as  introduced.   We  would  like  to  commend  the 
sponsors  of  this  legislation  for  their  good  intentions  and  for 
the  concern  they  have  for  the  future  of  our  industry.   We  hope 
that  by  coming  here  and  testifying  today  we  can  help  the 
proponents  of  H.R.  1738  improve  this  bill  so  that  it  will  indeed 
benefit  all  segments  of  the  industry. 

Mr.  Chairman,  The  Concerned  Domestic  Growers  cannot  support 
H.R.  1738  in  its  present  form  for  the  following  reasons: 
(1)  H.R.  1738  in  its  present  form  would  be  detrimental  to  the 
interests  of  domestic  flower  growers;  (2)  H.R.  1738  is  being 
promoted  to  a  major  extent  by  foreign  interests;  (3)  H.R.  1738  in 
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its  present  form  is  unnecessary;  and  finally  (4)  the 
implementation  of  the  pr-ogram  mandated  by  H.R,  1738  has  some 
serious  structural  flaws. 

Let  me  discuss  each  one  of  these  points  with  you  in  more  detail 
and  in  the  order  in  which  I  just  mentioned  them: 

H.R.  1738  IN  ITS  PRESENT  FORM  WOULD  BE  DETRIMENTAL 
TO  THE  INTERESTS  OF  DOMESTIC  GROWERS 

Mr.  Chairman,  as  presently  drafted  H.R.  1738  will  help  foreign 
growers,  and  it  will  help  major  American  importers  and 
wholesalers  —  but  it  will  not  help  domestic  growers  —  and,  Mr. 
Chairman,  we  are  the  ones  that  need  the  help.   Over  the  past 
twenty  years  domestic  producers  of  fresh  cut  flowers  have 
experienced  a  steady  loss  of  their  domestic  market  share  to 
foreign  competitors.   The  domestic  consumption  of  fresh  cut 
flowers  has  increased  by  approximately  225%  over  the  past  two 
decades  but  foreign  producers  have  enjoyed  the  lion's  share  of 
this  increase. 

In  1971,  U.S.  producers  of  the  major  fresh  cut  flower  crops 
enjoyed  a  96%  share  of  the  domestic  market.    By  1992  our  share 
had  dwindled  to  29%  and  I  am  confident  it  is  even  less  today. 
This  staggering  loss  of  domestic  market  share  was  caused 
primarily  by  the  vastly  lower  production  and  labor  costs  enjoyed 
by  our  foreign  competitors  along  with  the  foreign  competitors' 
aggressive  and  successful  exploitation  of  the  U.S.  market.   I 
have  attached  tables  based  on  USDA  reports  that  statistically 
illustrate  the  dramatic  decline  of  the  domestic  producers'  market 
share. 

We  believe  that  this  legislation  in  its  present  form  will  do 
nothing  more  than  help  perpetuate  and  probably  speed  up  the 
gradual  demise  of  the  domestic  fresh  cut  flower  industry. 

H.R.  1738  would  establish  by  law  a  PromoFlor  council  to  develop 
and  administer  a  promotional  order  for  fresh  cut  flowers.   The 
PromoFlor  program  would  impose  by  law  an  assessment  of  1/2%  of 
gross  sales  price  on  all  "qualified  handlers,"  which  includes 
domestic  growers  and  handlers  with  annual  sales  of  $750,000  or 
more.   We  believe  this  approach  is  unfair  and  detrimental  to  the 
interests  of  domestic  fresh  cut  flower  growers.   We  believe  this 
formula  provides  our  foreign  competitors  with  an  even  greater 
advantage  than  they  have  now. 

This  advantage  is  created  by  taxing  the  gross  sales  instead  of 
taxing  the  product.   Since  imported  flowers  are  cheaper  than 
domestic  flowers  the  assessment  as  proposed,  would  add  a 
disproportionately  higher  cost  to  domestic  flowers.   For  example, 
domestic  long  stem  roses  currently  cost  about  three  times  as  much 
as  imported  long  stem  roses.  (Ornamental  Crops  National  Market 
Trends,  Vol.  XXV,  No.  6,  pp. 3, 4  USDA).   Because  of  this  price 
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flower  sales  at  up  to  three  times  the  rate  of  foreign  flowers. 
In  other  words,  this  program  could  add  up  to  three  times  as' much 
of  an  increase  to  the  price  of  a  domestic  flower  as  it  would  to  a 
foreign  flower.   We  do  not  believe  that  it  is  in  our  national 
interest  to  pass  a  law  that  would  provide  importers  with  yet 
another  economic  advantage  by  allowing  them  to  pay  less  than 
their  fair  share  for  advertising  and  promotion,  and  we  hope  that 
you  agree. 

We  urge  that  the  Committee  modify  the  assessment  formula  in 
H.R.  1738  to  assess  on  volume  of  product  rather  than  on  value  of 
gross  sales.   This  has  been  the  traditional  approach  taken  by  the 
Congress  when  it  passes  this  type  of  legislation.!'  We  believe 
this  could  be  accomplished  through  either  a  per  stem  or  per  box 
charge.   This  approach  would  at  least  provide  a  semblance  of  a 
level  playing  field  for  domestic  growers  —  and  we  believe  a 
level  playing  field  for  domestic  growers  is  the  very  least  we 
should  expect  from  our  Congress. 

H.R.  1738  IS,  TO  A  MAJOR  EXTENT,  BEING 
PROMOTED  BY  FOREIGN  INTERESTS 

Mr.  Chairman,  the  PromoFlor  Organizing  Group  which  has  been 
promoting  H.R.  1738  has  been  circulating  a  "Friends  of  PromoFlor 
List."   We  do  not  dispute  that  this  concept  has  lots  of 
"friends."   Many  of  the  "friends"  of  PromoFlor  are  our  friends  as 
well.   However,  unlike  our  group,  which  is  comprised  exclusively 
of  domestic  growers  and  handlers,  one  of  PromoFlor 's  most 
enthusiastic  friends  —  and  one  of  its  major  bankrollers  —  is  a 
foreign  interest.   We  want  to  make  absolutely  sure  that  the 
committee  is  aware  of  this  as  it  considers  H.R.  1738. 

One  of  the  major  financial  supporters  of  PromoFlor  is  the 
Colombia  Flower  Council.   According  to  one  of  its  newsletters  the 
Colombia  Flower  Council  was  founded  in  1987  by  the  Asociacion 
Colombiana  de  Exportadores  de  Flores  and  the  Association  of 
Floral  Importers  of  Florida.   The  Colombia  Flower  Council  has 
offices  in  Bogota  and  Miami  and  is  governed  by  a  seven  member 
board  of  directors,  four  of  whom  are  appointed  by  the  Asociacion 
Colombiana  de  Exportadores  de  Flores. 

Lest  there  be  any  doubt  as  to  the  Colombian  Flower  Council's  role 
in  this  legislation,  I  would  like  to  bring  to  the  Committee's 


y    For  example,  the  Potato  Research  and  Promotion  Act  (P.L.  91- 
670)  provides  for  an  assessment  rate  based  on  100  pounds  of 
potatoes;  The  Honey  Research,  Promotion  and  Consumer  Information 
Act  (P.L.  98-590)  provides  for  an  assessment  rate  based  on  pounds 
of  honey;  and  the  Cotton  Research  and  Promotion  Act  (P.L.  89-502) 
provides  for  an  assessment  rate  based  on  the  number  of  bales  of 
cotton. 
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attention  a  quote  from  the  front  page  of  the  Colombian  Flov;er 
Council's  newsletter  from  July  1992: 

PROMOFLOR  —  Promoflor  is  an  industry  program 
designed  to  increase  the  demand  for  fresh  cut 

flowers  and  cut  greens  in  the  U.S 

The  work  required  to  achieve  this  [promotional 
order]  is  being  led  and  financed  by  the 
Colombian  Flower  Council  (CFC),  SAF  and 
WF&FSA,  ....   (emphasis  added). 

According  to  that  same  newsletter  the  mission  of  the  Colombia 
Flower  Council  is  "to  promote  the  consumption  of  f lor icul tural 
products  in  the  North  American  markets."   We  should  understand 
however,  that  while  they  are  talking  about  our  markets  they  are 
talking  about  their  products. 

Mr.  Chairman,  I  will  not  belabor  this  point  unnecessarily,  but  I 
would  like  to  leave  the  Subcommittee  with  this  one  thought  before 
I  continue.   If  the  Colombians  are  one  of  the  major  backers  and 
financial  supporters  of  this  effort  and  domestic  American  growers 
find  it  necessary  to  spend  their  time  and  money  to  oppose  it,  why 
v;ould  any  United  States  Congressman  want  to  vote  for  this  bill 
and  whom  do  you  think  you  would  be  helping  if  you  did? 

H.R.  1738  IN  ITS  PRESENT  FORM  IS  UNNECESSARY 

An  examination  of  what  has  been  happening  to  flower  sales  in  the 
the  United  States  during  the  past  two  decades  would  cause  one  to 
wonder  why  the  U.S.  Government  needs  to  get  involved  at  all  in 
this  area  unless  it  intended  to  help  the  domestic  industry. 
According  to  the  U.S.  Department  of  Agriculture,  total  major  cut 
flower  sales  in  the  United  States  have  more  than  doubled  in  the 
twenty  years  between  1971  and  1991.   In  1971  U.S.  sales  of 
flowers  were  approximately  1.4  billion.   In  1981  this  figure  had 
increased  to  2.0  billion,  and  by  1991  sales  had  grown  to  almost 
3.3  billion  for  an  increase  of  approximately  225  per  cent! 

Mr.  Chairman,  these  statistics  are  quite  impressive  and  I  am  sure 
they  exceed  the  growth  rate  of  many  other  industries  in  the  U.S. 
during  the  past  two  decades.  I  am  not  convinced  that  they  would 
document  the  need  to  pass  a  law  authorizing  a  federally  mandated 
promotional  order  for  flowers,  unless  it  can  be  structured  in  a 
way  that  can  guarantee  the  protection  and  growth  of  domestically 
produced  products,  rather  than  foreign  products. 

Section  2(b)  of  H.R.  1738,  entitled  "policy  and  purpose," 
provides  in  part  that  it  is  the  purpose  of  this  legislation  to 
strengthen  the  cut  flowers  and  cut  greens  industry's  position  in 
the  marketplace.   I  would  respectfully  submit  that  the  statistics 
cited  above  suggest  that  the  "industry"  appears  to  be  doing  a 
very  good  job  at  accomplishing  this  on  its  own.   Unfortunately, 
however,  the  "industry"  that  is  being  promoted  is  the  foreign 
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rather  than  the  domestic  part  of  the  industry.   If  the  Congress 
feels  that  mandating  a  promotional  order  for  fresh  cut  flowers  is 
necessary  we  would  respectfully  suggest  that  the  emphasis  of  the 
program  should  be  on  the  promotion  of  the  domestic  fresh  cut 
flower  industry.   H.R.  1738  should  be  modified  to  reflect  this 
emphasis.   Otherwise  we  would  not  see  any  necessity  for  the 
legislation . 

We  might  add,  Mr.  Chairman,  that  if  H.R.  1738  cannot  be  modified 
to  provide  at  the  very  least  a  level  playing  field  for  domestic 
growers,  then  the  domestic  handlers,  along  with  the  foreign 
growers,  can  certainly  design,  implement  and  fund  such  a 
marketing  program  on  their  own  --  without  using  the  good  offices 
of  the  United  States  Government.   This  is  something  that  our 
friends  from  Colombia  have  apparently  already  discovered. 

The  Colombia  Flower  Council  did  not  find  it  necessary  to  go  to 
Its  government  to  pass  a  law  to  require  everyone  to  contribute  to 
a  program  from  which  they  might  not  benefit.   The  Colombians  did 
it  the  old  fashioned  way.   According  to  its  own  literature,  the 
Colombia  Flower  Council  derives  all  of  its  financial  support  from 
voluntary  contributions  —  presumably  from  those  who  stand  to 
benefit  by  its  activities.   The  Colombia  Flower  Council  has 
apparently  done  quite  well  with  voluntary  as  opposed  to 
government  mandated  contributions  —  well  enough  to  undertake  an 
advertising  and  promotional  campaign  in  this  country  in  addition 
to  bankrolling  the  PromoFlor  effort. 

Perhaps  even  more  ironic  is  the  assessment  system  utilized  by  the 
Colombians.   They  in  fact  have  taken  my  advice  and  adopted  the 
system  that  I  suggested  to  the  Promoflor  advocates.   The 
Colombians  finance  the  Colombia  Flower  Council  by  collecting  $.25 
for  every  box  of  flowers  shipped.   If  they  can  finance  their 
program  on  a  per  box  basis,  why  is  it  that  we  cannot? 

STRUCTURAL  FLAWS  IN  THE  IMPLEMENTATION  OF  THE  PROGRAM 

Mr.  Chairman,  according  to  its  short  summary  which  appears  on 
page  one  of  the  bill,  H.R.  1738  was  introduced  to  authorize  the 
establishment  of  a  program  "for  the  benefit  of  the  f lor icultural 
industry  and  others.  ..."   Where  I  come  from  we  become  just  a 
little  nervous  upon  hearing  that  a  bill  has  been  introduced  in 
Washington  to  benefit  our  industry.   We  become  even  more  nervous 
when  we  read  that  the  program  is  also  intended  to  benefit 
"others"  —  especially  when  those  "others"  in  this  case  are 
apparently  our  competition  —  the  foreign  growers. 

Furthermore,  Mr.  Chairman,  H.R.  1738  is  54  pages  long  and  written 
in  Washington  legalese  which  is  not  so  easily  comprehended  out  in 
Colorado  where  we  actually  grow  the  flowers,  so  I  hope  you  can 
appreciate  the  healthy  dose  of  skepticism  with  which  many  of  us 
have  greeted  this  proposal.   In  addition  to  questioning  the 
wisdom  of  establishing  a  program  which  we  believe  will  primarily 
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benefit  foreign  growers  in  Colombia  and  wealthy  importers  in  this 
country,  we  have  very  serious  problems  over  how  this  program 
would  be  implemented  and  governed. 

Perhaps  most  objectionable  of'all  is  Section  7(a)(1)  &  (2). 
According  to  this  section,  industry  members  would  be  required  to 
pay  mandatory  contributions  to  PromoFlor  for  up  to  three  years 
before  they  even  have  an  opportunity  to  vote  on  the  measure.   We 
find  this  provision  to  be  most  objectionable  and  point  out  to  the 
Committee  that  almost  all  other  industry  promotional  programs 
established  by  law  provide  for  a  vote  prior  to  implementation  and 
prior  to  collection  of  assessments.-^   We  see  no  legitimate 
reason  to  implement  a  program  requiring  mandatory  contributions 
on  the  sale  of  flowers  unless  or  until  those  affected  by  it  have 
the  right  to  fully  debate  and  vote  on  the  program  in  advance. 

In  its  present  form  H.R.  1738  would  create  what  would  essentially 
be  a  union  shop  for  the  domestic  flower  industry  —  you  would  not 
have  to  join  the  union  but  you  would  nevertheless  have  to  pay  the 
dues.  Even  labor  unions  cannot  get  away  with  something  like 
this.  They,  at  least,  are  required  to  prove  in  advance  that  they 
have  the  support  of  a  majority  of  their  members  before  they  can 
impose  such  a  measure  on  unwilling  participants. 

We  do  not  understand  why  this  industry  should  be  treated 
differently  than  most  other  industries  which  have  promotional 
orders.   With  few  exceptions,  most  promotional  orders  have  not 
been  implemented  until  after  the  referendum.   These  include 
programs  for  commodities  such  as  cotton,  eggs,  honey,  potatoes, 
and  wheat.   We  see  no  reason  for  flowers  to  be  treated  any 
differently  from  these  industries,  especially  given  the  fact  that 
the  major  beneficiaries  of  this  proposal  would  be  foreign  rather 
than  domestic  growers. 

We  would,  therefore,  urge  Mr.  Chairman  that  Section  7  of 
H.R.  1738  be  amended  to  provide  that  a  referendum  take  place 
prior  to  the  date  that  any  promotional  program  becomes 
effective.   We  would  also  urge  that  a  2/3  majority  be  required 
for  approval,  which  is  the  threshold  required  for  most  other 
industries,  rather  than  the  simple  majority  required  by 
H.R.  1738;  and  we  would  hope  that  the  Congress  would  adopt  this 
recommendation. 

The  Wholesale  Florists  and  Florist  Suppliers  of  America,  one  of 
the  proponents  of  PromoFlor,  stated  on  May  7,  1993  that  "over  78% 
of  those  directly  concerned  favor  the  program."   If  this  is  true 
they  should  have  no  problem  in  supporting  both  of  these 


y         For  example,  the  Potato  Research  and  Promotion  Act  (P.L.  91- 
670  §314)  provides  for  the  Secretary  to  determine  that  issuance 
of  the  plan  is  approved  by  no  less  than  2/3  of  producers  voting 
in  referendum.   The  same  is  true  for  promotional  orders  of  the 
cotton,  honey,  watermelon  and  wheat  industries. 
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changes.   If  it  is  not  true,  the  Congress  owes  it  to  itself  and 
to  all  the  members  of  the  industry  to  find  out  —  before  any 
mandatory  assessments  are  collected. 

Finally,  Mr.  Chairman,  we  have  some  questions  concerning  the  so 
called  "refund"  provision  contained  in  H.R.  1738.   Section  5 
(h)(4)(B)  provides  for  the  right  of  refund  only  if  the  order  is 
not  approved  by  the  referendum  which  need  not  be  conducted  for  up 
to  36  months  after  assessments  have  begun.   This  is  essentially 
no  refund  provision  at  all;  and,  again,  it  is  a  radical  departure 
from  most  other  programs  which  allow  producers  who  do  not  support 
the  program  to  apply  for  refunds  regardless  of  whether  the 
referendum  is  approved.   We  would,  therefore,  recommend  that  this 
provision  be  modified  to  include  refund  language  similar  to  that 
contained  in  other  laws  governing  commodities  such  as  honey, 
potatoes,  cotton,  etc. 

Mr.  Chairman,  this  concludes  our  formal  testimony.   Thank  you  for 
your  time  and  thank  you  also  for  this  opportunity  to  present  our 
recommendations  to  improve  this  legislation  so  that  it  will  be 
more  equitable  for  domestic  growers.   We  shall  look  forward  to 
working  with  you  and  the  Committee  members  as  you  consider  this 
legislation.   I  will  be  glad  to  answer  any  questions. 


{Attachments  follow:) 
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CONCERNED  DOMESTIC  FLOWER 
GROWERS  AND  HANDLERS 


Domestic  Sales  in 
1,000  Stems 


1971 


1992 


Imports  %  of 

Imports  % 

Domestic  Sales 

U.S.  Marhfl 

Domestic  Sales 

Of  L'.S,  Marhfl 

Carnations 

Domestic: 

612.087 

5.1% 

330,071 

82% 

Import: 

33^44 

1,537,820 

Chrysanthemums 

EX)mestic: 

351,436 

3.1% 

170.215 

85% 

Import: 

11,398 

964.403 

Roses 

Domestic: 

428,815 

.002% 

533.652 

51% 

Import: 

1,038 

570,511 

•Bunches  convened  lo  siems  at  the  Agriculture  Marketing  Service's  recommended  ratjo  of  1:12. 
**Bunches  convened  to  stems  al  the  Agriculture  Marketmg  Service's  recommended  ralio  of  1:10. 


Source:    Marketing  California  Ornamental  Crops.  1971.  USDA.  Agricullural  Marketing  Service. 

Ornamental  CropsSaiional  Mark  Trends, andthe  1989  Preliminary  DalaFrom  USDA  Floriculture 
Crops  Report  April  1992. 

Floriculture  and  Environmental  Horticulture  Product:  A  Production  and  Marketing  Statistical 
Review,  1960-1988,  USDA,  Economic  Research  Service,  SB  817. 

Floriculture  Crops  1992  Summary.  USDA;  National  Agricultural  Statistics  Service  April  1993.  Sp. 
Cr.6-1(93). 
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CONCERNED  DOMESTIC  FLOWER 
GROWERS  AND  HANDLERS 


Summary  of  Grower  Loss 
U.S.  Cut  Flower  Growers 


CroD 

Year 

#  Growers 
U.S.  Totnl 

%  Loss 

(71-8?) 

Carnations 
Standard 

1971 
1992 

1525 
139 

91% 

Miniature 

1971 
1992 

378 
123 

68% 

Chrysanthemums 
Standard 

1971 
1992 

2134 

152 

93% 

Pompons 

1971 
1992 

2168 

173 

92% 

Roses 
Hybrid  Tea 

1971 
1992 

323 
225 

31% 

Sweethearts 

1971 
1992 

266 

134 

50% 

Sources:    Floriculture  and  Environmental  Horticulture  Product:    A  Production  and  Marketing 
Statistical  Review,  1960-1988,  USDA;  Economic  Research  Service,  SB  817. 

Floriculture  Crops  1992  Summary,  USD  A:  National  Agricultural  Statistics  Service  April 
1993.  Sp.  Cr.  6-1  (93). 
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TOTAL  MAJOR  U.S.  CUT  FLOWER  SALES 
(Domestic  and  Imported) 


I^HIHHiiiHE 

k^^^i»««« 

bni^^wt^ 

^^^Mtt^^K 

^^IIMiiMliMSi 

^^i^»*«^^ 

500     1000   1500  2000  2500  3000  3500  4000 
Millions  of  Stems 

^M  Domestic       ^^  Imported 


Includes  Hybrid  Tea  &  Sweetheart  Roses, 
Standard  &  Miniature  Carnations,  Mums 
and  Pompons 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 


•Provided  Courtesy  o<  Roeee  Inc  ' 


no 


TOTAL  MAJOR  U^.  CUT  FLOVER  SALES  CAPITA  CONSUMPTION 

(Thousands  of  Stems) 


Per 

Year 

Imported 

%Share 

Domestic 

Total 

Capita 

1971 

58,006 

{tt.0%) 

1,383,166 

1, '♦41,172 

6.97 

1979 

650,912 

(35.1%) 

1,206,018 

1,856,930 

8.27 

1980 

713,82<> 

(38.(»%) 

1,1'>3,5'*1 

1,857,365 

8. IS 

1981 

891,6i>6 

(ff4.5%) 

1,110,292 

2,001,938 

8.72 

1982 

989,233 

♦('♦9.7%) 

♦1,003,108 

♦1,992,341 

N/A 

1983 

1,173,877 

♦(52.9%) 

♦1,046,359 

♦2,220,236 

N/A 

198'* 

l,20f,329 

(52.7%) 

1,082,701 

2,287,030 

9.68 

1985 

1,390,891 

(55.5%) 

1,116,991 

2,507,882 

10.52 

1986 

l,622,3'i6 

(61.2%) 

1,029,'>76 

2,651,822 

11.00 

1987 

1,781,937 

(61.1%) 

1,136,3U 

2,918,251 

11.99 

1988 

1,900,003 

(62.1%) 

1,159,119 

3,059,122 

12.46 

1989 

1,723,259 

(61.3%) 

1,088,179 

2,811.438 

11.35 

1990 

2,20<f,0'»l 

(68.6%) 

1,010,581 

3,214,622 

12.87 

1991 

2,305,135 

(70.8%) 

♦♦952,053 

3,257,188 

12.90 

♦      1982  and  1983  Domestic  figures  are  estimates. 

♦•     1991  Domestic  figures  based  on  revised  USDA  report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources:    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
ImpOOle 
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THE  CONCERNED  DOMESTIC  FLOWER  GROWERS  AND  HANDLERS 

Before  the 

HOUSE  SUBCOMMITTEE  ON  SPECIALTY  CROPS 
and  NATURAL  RESOURCES 


Mr.  Chairman  and  members  of  the  Subcommittee,  my  name 
is  David  Ninomiya.  I  am  President  of  Ninomiya  Nursery,  which 
grows  about  15  million  cut  roses  a  year  in  two  locations, 
Richmond  and  Salinas,  California.  We  would  like  to  thank  the 
Chairman  and  Members  of  the  Subcommittee  for  giving  us  "he 
opportunity  to  testify  before  you  today. 

Our  understanding  to  the  Promotion  Act  is  that  it  is  to 
be  for  the  benefit  of  the  domestic  producer.  Section  2, 
Paragraph  6:  "the  maintenance  and  expansion  of  existing  markets 
and  the  development  of  new  or  improved  markets  or  uses  for 
flowers  and  cut  green  are  needed  to  preserve  and  strengthen  the 
economic  viability  of  the  domestic  cut  flower  and  cut  green 
industry  for  the  benefit  of  Producers,  Handlers,  Retailers  and 
the  entire  floral  industry."  We  believe  that  H.  R.  1738  should 
have  some  major  changes  to  make  it  of  value  to  the  floral 
industry. 

We  believe  that  the  problem  of  weak  prices  for  cut 
flowers  and  greens  is  caused  by  over-supply.  That  the  over- 
supply  is  due  to  the  major  amount  of  increasing  imported  flowers 
and  greens  into  the  United  States  Market.  The  three  main  floral 
products  that  make  up  the  majority  of  Cut  Flower  Market  are 
Carnations,  Roses  and  Chrysanthemums. 

Page  three  shows  the  growth  of  Domestic  and  Imported 
Carnation  Sales  from  1971  to  1991.  This  growth  is  also  seem  in 
Roses,  Pompons,  Chrysanthemums  and  combined  totals.  These 
statistics  are  from  the  U.  S.  D.  A.  Report  data.  You  will 
observe  that  the  percent  of  market  share  held  by  imports  in 
Carnations  in  1991  was  82.3%,  Roses  were  48%,  Pompons  Mums  were 
81.7%,  Market  Standard  mums  were  59.7%.  Combined  major  cut 
flowers  in  1991  were  70.8%  imported  cut  flowers. 

FLORICULTURE  CROP  REPORT  FOR  1971,  1981,  1991 
(Producers ) 

1971  1981  1991 

331  142 

222  217 

894  149 

724  62 


CARNATIONS 

1,525 

ROSES 

338 

POMPON  MUM 

2,168 

STANDARD  MUM 

2,134 
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We  would  like  to  suggest  two  changes  in  t 
7  -  The  vote   of  Handlers  should 

after  the  Bill 


1.   Section 

first  rather  than  three  years 

in  place. 

2  .    Section  5   (h)(4) 

Refunds   to  Handlers, 

would   be   made   on  a 

eliminate   the   Escrow 

enforcement  much   easier  for  the  Secretary 

now  seven  promotion   orders  in  place 

on-going  refund.   They   are  cotto 

potatoes,  watermelons,  and  wheat. 


Refunds   from   Escrow  A 

who  do   no  wish   to  par 

continuing   basis.    Th 
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TOTAL  U.S.  CARNATION  SALES 
(Domestic  and  Imported) 

(Standard  and  Miniature  Carnations) 


200    400    600    800   1000  1200  14001600  1800 
Millions  of  Stems 

Hi  Domestic       M^  Imported 


Sources:  Ornamental  Crops  National 
Market  Trends  &  Floriculture  Crops.  USDA 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 
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TOTAL  CARNATION  STEM  SALES  &  PER  CAPITA  CONSUMPTION 
(Thousands  ot  Stems) 


Year 

1971 
1979 
1980 
1981 
1982 
1983 
198'* 
1985 
1986 
1987 
1988 
1989 
1990 
1991 


Imported 

33,2<*4 

376,511 

<*  16,86'* 

531,116 

554,759 

658,479 

694,672 

766,291 

922,672 

1,027,057 

1,075,736 

953,958 

1,220,549 

1,215,714 


%Share 

(5.2%) 
(4  5.9%) 
(50.1%) 
(58.2%) 
♦(59.7%) 
♦(65.6%) 
(66.3%) 
(68.1%) 
(7  3.8%) 
(74.3%) 
(74.4%) 
(74.7%) 
(80.6%) 
(82.3%) 


Domestic 


Total 


602,915 

636,159 

443,868 

820,379 

414,721 

831,585 

381,681 

912,797 

♦374,903 

♦929,662 

♦345,244- 

♦1,003,723 

353,211 

1,047,883 

358,733 

1,125,024 

327,646 

1,250,318 

354,413 

1,381,470 

369,445 

1,445.181 

323,907 

1,277,865 

294,354 

1,514,903 

♦♦261,005 

1,476,719 

Per 
Capita 

3.08 
3.65 
3.66 
3.98 

N/A 
N/A 
4.44 
4.72 
5.19 
5.68 
5.88 
5.16 
6.06 
5.85 


♦      1982  and  1983  Domestic  figures  are  estimates. 

♦♦     1991   Domestic  figures  based  on  revised  U5DA  report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources:    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
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TOTAL  U.S.  ROSE  SALES 

(Domestic  and  Imported) 

(Hybrid  Tea  and  Sweetheart  Roses) 


1971    h^Hi 

1979  H^^ 

1980  ■■■H 

1981  Ihii^ 

1982    pHHi 

1983    ■jJiJ^H 

^^IKMW 

1984   bHgH 

IHHHaKMW) 

1985    ^^^ 

^^^BHMii 

1986    ^^^ 

^^■■HWMH 

1987    ^^Hj 

■IHHHIHMIHM 

1988    ■■■ 

■■■^^■awiiiw 

1989    ^^^ 

^^■^i^MimmwH 

1990    Bi^l 

^^■■■■■KMIWWI^ 

1991    HHH 

1                   I                   r                  I 

200 


400  600         800         1000       1200 

Millions  of  Stems 


Domestic 


Imports 


Source:  Ornamental  Crops  National 
Market  Trends  &  Floriculture  Crops.  USDA 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 
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TOTAL  ROSE  STEM  SALES  &  PER  CAPITA  CONSUMPTION 
(Thousands  of  Stems) 


Year 

Imported 

1971 

1,038 

!979 

35,325 

1980 

itit,ii97 

1981 

71,870 

1982 

90,111 

1983 

120,305 

198'f 

129,113 

1985 

173,151 

1986 

217,022 

1987 

263,8if9 

1988 

288,795 

1989 

314,195 

1990 

427,002 

1991 

503,649 

Per 

%Share 

Domestic 

Total 

Capita 

(.2%) 

428,815 

429,853 

2.08 

(7.4%) 

444,620 

479,945 

2.14 

(9.5%) 

425,667 

470,164 

2.07 

(14.6%) 

421,639 

493,509 

2.15 

*(17.3%) 

•429,889 

•520,000 

N/A 

•(21.6%) 

•436,695 

♦557,000 

N/A 

(21.8%) 

462,439 

591,552 

2.50 

(26.6%) 

477,026 

650,177 

2.73 

(32.0%) 

462,177 

679,199 

2.82 

(31.8%) 

564,621 

828,470 

3.40 

(33.8%) 

565,440 

854,235 

3.48 

(34.9%) 

587,483 

901,678 

3.64 

(42.4%) 

581,262 

1,008,264 

4.04 

(48.0%) 

•♦544,768 

1,048,417 

4.15 

•       1982  and  1983  Domestic  figures  are  estimates. 

♦*     1991   Domestic  figures  based  on  revised  USDA  report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources;    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
ImpOOla 
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TOTAL  U.S.  MUM  SALES 

(Domestic  and  Imported) 

(Standard  Mums) 


^^^l^^MttH 

■■■■■■BllillllS 

HH^HlBil 

^^■■KHH 

^^■^M^ 

^^^tMfl 

batmiiM 

^■P»P« 

20       40       60       80      100     120     140     160     180 
Millions  of  Stems 


Domestic 


Imported 


Sources:  Ornamental  Crops  National 
Market  Trends  &  Floriculture  Crops.  USDA 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 
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TOTAL  MUMS  STEM  SALES  &  PER  CAPITA  CONSUMPTION 
(Thousands  of  Stems) 


Year 

Imported 

%Share 

Domestic 

Total 

Per 

Capita 

1971 

11,398 

(7.3%) 

144,706 

156,104 

.75 

1979 

20,148 

(16.0%) 

107,578 

128,026 

.57 

1980 

22,411 

(19.2%) 

93,753 

116,164 

.51 

1981 

21,570 

(19,9%) 

86,562 

108,132 

.47 

1982 

26,183 

♦(25.5%) 

♦77,906 

♦104,089 

N/A 

1983 

27,095 

♦(27.2%) 

•72,492 

♦99,587 

N/A 

1984 

30,600 

(31.3%) 

67,113 

97,713 

.41 

1985 

40,113 

(40.0%) 

60,162 

100,275 

.42 

1986 

26,850 

(38.1%) 

43,657 

70,507 

.29 

1987 

24,441 

(36.4%) 

42,752 

67,193 

.28 

1988 

26,426 

(37.5%) 

44,108 

70,534 

.29 

1989 

27,978 

(41.6%) 

39,275 

67,253 

.27 

1990 

32,462 

(63.1%) 

19,003 

51,465 

.21 

1991 

33,172 

(59.7%) 

♦•22,428 

55,600 

.22 

♦       1982  and  1983  Domestic  figures  are  estimates. 

♦♦     1991  Domestic  figures  based  on  revised  USDA  report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources:    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
ImpOOlc 


47 


119 


TOTAL  U.S.  POMPON  SALES 
(Domestic  and  Imported) 


100      200     300     400      500     600      700     800 
Millions  of  Stems 


Domestic 


Imported 


Sources:  Ornamental  Crops  National 
Market  Trends  &  Floriculture  Crops.  USDA 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 
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TOTAL  POMPON  STEM  SALES  &  PER  CAPITA  CONSUMPTION 

(Thousands  of  Stems) 

Per 

Year                    Imported                 %Share                Domestic  Total  Capita 

1971                          12,326                   (5.6%)                   206,730  219,056  1.06 

1979  218,628                 (51.0%)                   209,952  428,580  1.91 

1980  230,052                 (52.3%)                   209,400  439,452  1.93 

1981  267,090                 (54.8%)                   220,410  487,500  2.12 

1982  318,180               ♦(59.1%)                ^220, 410  ♦538,590  N/A 

1983  367,998               ♦(65.7%)                ♦  191,928  ^559,926  N/A 

1984  349,944                 (63.6%)                   199,938  549,882  2.33 

1985  411,336                 (65.0%)                   221,070  632,406  2.65 

1986  455,802                 (69.9%)                   195,996  651,798  2.71 

1987  466,590                  (72.8%)                    174,528  641,118  2.63 

1988  509,046                 (73.9%)                   180,126  689,172  2.81 

1989  427,128                 (75.6%)                   137,514  564,642  2.28 

1990  524,028                 (81.9%)                   115,962  639,990  2.56 

1991  552,600                 (81.7%)              ♦♦123,852  676,452  2.68 

♦       1982  and  1983  Domestic  figures  are  estimates. 

♦♦     1991  Domestic  figures  based  on  revised  USDA  report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources:    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
ImpOOld 
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TOTAL  MAJOR  U.S.  CUT  FLOWER  SALES 
(Domestic  and  Imported) 


500     1000   1500  2000  2500  3000  3500  4000 
Millions  of  Stems 

■1  Domestic       i1  Imported 


Includes  Hybrid  Tea  &  Sweetheart  Roses, 
Standard  4  Miniature  Carnations,  Mums 
and  Pompons 

1982  and  1983  Domestic  figures  are  estimates. 

1991  Domestic  figures  based  on  revised  USDA  report 

eliminating  growers  with  less  than  $100,000  annual  sales. 
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TOTAL  MAJOR  U^.  CUT  FLOWER  SALES  CAPITA  CONSUMPTION 

(Thousands  of  Stems) 


Per 

Year 

Imported 

%Share 

Domestic 

Total 

Capita 

1971 

58,006 

(4.0%) 

1,383,166 

1,441,172 

6.97 

1979 

650,912 

(35.1%) 

1,206,018 

1,856,930 

8.27 

1980 

713,82i» 

(38.4%) 

1,143,541 

1,857,365 

8.18 

1981 

391,646 

(44.5%) 

1,110,292 

2,001,938 

S.72 

1982 

989,233 

♦(49.7%) 

»1, 003, 108 

♦1,99  2,34  1 

N/A 

1983 

1,173,877 

•(52.9%) 

•  1,046,359 

♦2,220,236 

N/A 

1984 

1,204,329 

(52.7%) 

1,082,701 

2,287,030 

9.68 

1985 

1,390,891 

(55.5%) 

1,116,991 

2,507,882 

10.52 

1986 

1,622,346 

(61.2%) 

1,029,476 

2,651,822 

11.00 

1987 

1,781,937 

(61.1%) 

1,136,314 

2,918,251 

11.99 

1988 

1,900,003 

(62.1%) 

1,159,119 

3,059,122 

12.46 

1989 

1,723,259 

(61.3%) 

1,088,179 

2,811.438 

11.35 

1990 

2,204,041 

(68.6%) 

1,010,581 

3,214,622 

12.87 

1991 

2,305,135 

(JO.S%) 

♦♦952,053 

3,257,188 

12.90 

♦       1982  and  1983  Domestic  figures  are  estimates. 

♦♦      1991    Domestic  figures  based  on  revised  USDA   report  eliminating  growers  with  less 
than  $100,000  annual  sales. 

(Sources:    Ornamental  Crops  National  Market  Trends  and  Floriculture  Crops,  USDA.) 
ImpOOle 
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Carnations,  Standard:  Producers,  Plants  Grown,  Area, 
by  State.  1990-91 


Producers 

Plants 

Grown   : 

Production  Area 

State 

:1992  as 

1990  : 

1991  : 

1990 

:   1991   : 

1990  ': 

1991 

: Intended 
:  1992 

: Percent 
:of  1991 

-  Numb€ 

r  — 

1,000 

Plants 

—  1,000 

Square 

Feet  — 

Percent 

CA 

120 

95 

23.560 

19,490 

14,820 

12,460 

12,290 

99 

CO 

27 

26 

3,420 

3,005 

1,460 

1,340 

1,095 

82 

HI  1/ 

IL  1/ 

IN  1/ 

MA  1/ 

HI  1/ 

HO  1/ 

NY 

5 

3 

13 

7 

5 

3 

3 

100 

OH  1/ 

PA 

8 

6 

31 

48 

14 

16 

16 

100 

TN  1/ 

VA  1/ 

WA  1/ 

WI  1/ 

Other 

12 

12 

221 

119 

122 

68 

63 

93 

Total 

:  172 

142 

27,245 

22,669 

16,421 

13,887 

13,467 

97 

1/  Included  in  Other  States  to  avoid  disclosure  of  individual  operations. 
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Roses,  Hybrid  Tea:  Producers,  Plants  Grown,  Area, 
by  State,  1990-91 


State 


Producers  :  Plants  Grown 


Production  Area 


1990 


1991 


1990 


1991 


1990 


1991 


:  1992  as 

Intended:  Percent 

1992  :  of  1991 


AR 

1/ 

CA 

CO 

CT 

1/ 

GA 

1/ 

HI 

IL 

1/ 

IN 

lA 

1/ 

HD 

1/ 

MA 

MI 

MN 

MO 

NJ 

1/ 

NY 

NC 

1/ 

OH 

OR 

1/ 

PA 

TN 

1/ 

VA 

1/ 

WA 

1/ 

WI  1/ 
other 
Total 
1/  Incl 


Number 


1,000  Plants    ~  1,000  Square  Feet  —   Percent 


110    103    16,400   15,470   25,700   24,100   23,900     99 
14     16     1,285    1,295    2,140    2,210    2,350     106 


8 

5 

320 

320 

860 

527 

532 

101 

5 

5 

976 

964 

1,388 

1,360 

1,135 

83 

6 

6 

6 

.3 

5 
6 
6 
3 

359 

365 

285 

61 

351 

365 

293 

66 

521 
485 
399 
102 

520 
505 
408 
103 

522 

520 
402 
103 

100 

103 

99 

100 

11 

16 

837 

941 

1,111 

1,056 

1,049 

99 

7 

9 

574 

626 

747 

801 

1,068 

133 

13 

12 

887 

906 

1,135 

1,243 

992 

80 

32    31     1,616    1,360    2,754    2,258    2,241     99 
221    217    23,965   22,957   37,342   35,091   34,814     99 
uded  in  other  States  to  avoid  disclosure  of  individual  operations. 
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Chrysanthemums,  Pompon:  Producers,  Plants  Grown,  Area, 
by  State,  1990-91 


Producers     Plants  Grown 


Production  Area 


1990 


1991 


1990 


1991 


1990 


1991 


Intended: 
1992  ; 


1992  as 

Percent 
of  1991 


-  Number 

— 

1,000 

Plants 

~  1,000 

Square 

Feet  — 

Percent 

CA       : 

52 

50 

40,600 

47,300 

12,800 

15,200 

15,000 

99 

CO  1/    : 
CT  1/ 
FL 

6 

5 

7,498 

5,595 

3,803 

2,599 

1,669 

64 

HI  1/ 
IL  1/ 
IN  1/ 
lA  U 
KS  1/ 
MD  1/ 
MA  1/ 
MI 

11 

8 

530 

500 

195 

185 

45 

24 

MN 

8 

8 

99 

100 

35 

36 

29 

81 

MO  1/ 
NJ  1/ 
NY 

15 

13 

93 

97 

32 

25 

24 

96 

OH  1/ 
OR  1/ 
PA 

24 

18 

165 

158 

74 

76 

82 

108 

TN  U 
VA  1/ 
HA  1/ 
HI 

:    8 

8 

87 

85 

39 

40 

32 

80 

Other 

:   51 

39 

1,157 

1,377 

367 

334 

346 

104 

Total 

:  175 

149 

50,229 

55,212 

17,345 

18,495 

17,227 

93 

1/  Included  in  other  States  to  avoid  disclosure  of  individual  operations. 
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Chrysanthemums,  Standard:  Producers,  Plants  Grown,  Area, 
by  State,  1990-91 


Producers  : 

Plants 

Grown 

Producti 

on  Area 

State     : 

1992  as 

1990  : 

1991  : 

1990 

:   1991   : 

1990  : 

1991 

Intended: 
1992  : 

Percent 
of  1991 

-  Number  — 

1,000 

Plants 

—  1,000 

Square 

Feet  — 

Percent 

CA       : 

30 

24 

13,700 

16,840 

4,100 

4,300 

3,300 

77 

CO  1/ 

CT  1/ 

FL  1/ 

HI  1/ 

IL  1/ 

IN  1/ 

lA  1/ 

KS  1/ 

MD  1/ 

MA  1/ 

MI  1/ 

MN 

7 

6 

20 

19 

9 

9 

9 

100 

MO  1/ 

NJ  1/ 

NY 

14 

14 

391 

364 

75 

76 

68 

89 

NC 

3 

3 

317 

346 

166 

176 

165 

94 

OH  1/ 

OR  1/ 

PA 

:   23 

21 

459 

516 

118 

107 

109 

102 

TN 

4 

4 

336 

326 

166 

207 

193 

93 

TX  1/ 

VA  1/ 

WA 

4 

5 

34 

38 

15 

16 

15 

94 

WI  1/ 

Other 

44 

38 

1,827 

1,505 

1,113 

999 

1,037 

104 

Total 

:   129 

115 

17,084 

19,954 

5,762 

5,889 

4,896 

83 

1/  Included  in  other  States  to  avoid  disclosure  of  individual  operations. 
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CUT  FLOWER  IMPORTS  1993  A  1992  THROUGH  March  26,  1993* 


1993 

1992 

IncreAae/ 
DecreAse 

%  Increase/ 
Decrease 

Carnations,  Std. 

316,«02,000 

299,3'»0,000 

17,062,000 

5.7% 

Roses 

179,501,000 

158,69f,000 

20,807,000 

13.1% 

Pompon  Chrysanthemums 
(Bunches) 

21,210,000 

21,553,000 

-3*3,000 

-1.6% 

Alstroemeria 

21,742,000 

21,011,000 

731,000 

3.5% 

Chrysanthemums 

6,078,000 

6,982,000 

-500,000 

-7.2% 

Carnations,  Mini  (Bunches) 

8,956,000 

7,7'>6,000 

1,210,000 

15.6% 

Cerbera 

6,683,000 

7,789,000 

-1,106,000 

-14.2% 

Gypsophila  (Bunches) 

3,938,000 

3,108,000 

830,000 

26.7% 

Statice  (Bunches) 

2,752,000 

2,318,000 

434,000 

18.7% 

Gladioli 

670,000 

798,000 

-128,000 

-16.0% 

Other  Ornamentals 

60,5'j2,000 

55,090,000 

5,452,000 

9.9% 

♦Source:   Ornamental 

Crops  Nationa 

1  Market  Trends 
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BEFORE  THE 

SUBCOMMITTEE  ON  SPECIALTY  CROPS  AND  NATURAL  RESOURCES, 

COMMITTEE  ON  AGRICULTURE 

U.S.  HOUSE  OF  REPRESENTATIVES 


HEARING  ON  H.R.  1738 

FRESH  CUT  FLONERS  AND  FRESH  CUT  GREENS  PROMOTION 

AND  INFORMATION  ACT  OF  1993 

HRITTEN  TESTIMONY  OF  TERENCE  P.  STEHART.  ESQ. 
STEHART  AND  STEWART,  SPECIAL  COUNSEL  TO 

THE  FLORAL  TRADE  COUNCIL 


May  12,  1993 


I.    INTRODUCTION 

This  testimony  1s  presented  on  behalf  of  the  Floral  Trade 
Council.  The  Floral  Trade  Council  Is  a  U.S.  trade  association  the 
majority  of  whose  members  are  domestic  producers  or  wholesalers  of  fresh 
cut  flowers  In  the  United  States  and  Is  located  at  1152  Haslett  Road, 
Haslett,  Michigan  48840  (telephone:  (517)  339-9765).  The  Floral  Trade 
Council  supports  the  underlying  premise  of  H.R.  1738  ("the  PromoFlor 
Bill"):  promotion,  consumer  Information,  and  related  research  can 
strengthen  the  cut  flower  and  cut  greens  Industry's  position  In  the 
marketplace  and  maintain,  develop,  and  expand  markets  for  cut  flowers  and 
cut  greens.  S££  H.R.  1738  at  Sec.  2(b).  The  Floral  Trade  Council  1s 
concerned,  however,  with  a  number  of  the  specific  provisions  In  H.R.  1738 
which.  In  Its  opinion,  will  not  assure  that  some  portion  of  an  expanded 
market  Is  available  to  domestic  growers  and  will  not  assure  that 
consumers.  In  fact,  obtain  the  information  that  will  permit  Informed 
judgments  to  be  made.   Hence,  the  Floral  Trade  Council  encourages  this 
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Page  2. 
Subcommittee  to  review  carefully  the  bill  that  is  before  you  and  make 
such  changes  as  will  provide  opportunities  for  all  growers,  including 
U.S.  growers,  to  benefit  from  funds  they  provide  or  that  are  derived  from 
the  sale  of  their  product. 

By  way  of  background,  as  this  Subcommittee  is  certainly  aware, 
an  earlier  flower  promotion  bill  was  enacted  in  1981,  nearly  twelve  years 
ago.  At  the  time,  the  rallying  cry  of  those  promoting  the  bill  was  the 
difficulties  that  the  domestic  growers  were  facing,  the  claim  of  a 
stagnant  market  in  terms  of  demand.  The  resulting  referendum  from  the 
1981  law  did  not  result  in  a  marketing  order  being  entered.  In  the 
period  through  1990,  overall  market  demand  Increased  more  than  sixty 
percent,  yet  domestic  producers'  shipments  decl Ined  by  nine  (9)  percent. 
See  Attachment.  Today,  domestic  growers  continue  to  be  in  a  very- 
difficult  situation.  That  situation  is  not  the  result  of  lack  of  growth 
in  consumption  but  from  extreme  price  pressure  in  the  marketplace  and  a 
continuing  rapid  decline  in  market  share.  Stated  differently,  growth  of 
market  demand  alone  will  not  necessarily  benefit  domestic  growers.  Yet, 
that  is  the  fundamental  assumption  of  H.R.  1738. 

There  Is  much  in  the  bill  which  suggests  that  If  enacted  as  Is, 
it  will  be  the  domestic  producers'  sales  that  will  bear  the  brunt  of  the 
assessments  to  finance  growth  of  demand  for  foreign  product.  The  Floral 
Trade  Council  believes  that  an  industry  promotion  program  should  be  (1) 
voluntary  (as  the  1981  statute  required),  (2)  based  on  assessments  that 
do  not  reward  low  or  dumped  prices  (i.e..  assessment  on  units,  boxes  or 
weight,  at  least  for  cut  flowers  versus  the  bill's  requirement  of 
assessment  on  value),  (3)  through  an  organization  where  domestic 
producers  have  either  majority  vote  or  where  the  critical  consumer 
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information  issues  to  be  pursued  are  identified  by  statute,  and  (4)  where 

a  referendum  can  be  called  at  any  time  that  10  percent  or  more  of 

domestic  producers  or  production  request  one  (in  addition  to  other  times 

of  interest  to  other  groups). 

II.   VOLUNTARY  PARTICIPATION  AND  TIMING  OF  THE  REFERENDUM 

If  based  on  established  industry  support,  the  full  amount  of 

assessment  should  be  made  available  to  the  PromoFlor  Council  during  the 

first  years  of  the  order.  The  PromoFlor  Bill,  however,  does  not  require 

an  immediate  referendum: 

(1)  CONDUCT.—  Not  later  than  thirty-six  months  after 
the  issuance  of  an  order  under  section  4(b)(3),  the 
Secretary  shall  conduct  a  referendum  among  qualified 
handlers  required  to  pay  assessments  under  the  order, 
as  provided  In  section  5(h)(1),  subject  to  the  rules 
on  voting  provided  in  subsection  (b),  to  ascertain 
whether  or  not  the  order  then  in  effect  shall  be 
continued. 

H.R.  1738  at  Sec.  7(a).  During  that  time,  the  bill  requires  that  107,  of 

the  funds  collected  be  placed  in  escrow.   Id^  at  Sec.  5(h)(4).   However, 

unlike  the  existing  statute,  those  who  disfavor  participation  are  not 

permitted  to  get  refunds  unless  the  program  is  discontinued  by  reason  of 

the  vote  of  the  referendum.   Even  if  the  referendum  results  In  a 

discontinuation  of  the  order,  three  years  of  assessments  could  pass 

without  determining  the  industry  support  for  the  order.   Because  it  is 

possible  that  assessments  will   cause  financial   hardship  for  some 

companies,  either  companies  should  be  able  to  opt  out  up  front  or  a 

referendum  on  the  order  should  be  conducted  as  soon  as  possible  after  the 

mark-up  period.   Indeed,  holding  a  referendum  prior  to  implementation  of 

the  program  has  been  recognized  as  desirable.   Referenda  on  the  support 

for  similar  programs  were  held  prior  to  commencement  of  programs  under 
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the  Floral  Research  and  Consumer  Information  Act  and  Assembly  Bill  No. 
2575  creating  the  California  Cut  Flower  Commission. 

Due  to  the  nature  of  marketing  orders,  in  general,  and  the 
sensitivity  of  the  fresh  cut  flower  industry,  in  particular,  it  is 
important  that  growers  support  the  marketing  order.  Not  only  will 
growers  pay  assessments  under  the  "covered  transactions"  provision,  but 
most  importantly  assessment  costs  will  likely  be  paid  in  fact  (in  part  or 
whole)  by  the  growers  since  the  assessment  is  not  intended  to  be 
separately  charged  through  to  the  consumer.  Hence,  the  FTC  would  support 
the  right  of  a  referendum  at  any  time  one  is  requested  by  domestic 
growers  accounting  for  10  percent  of  the  growers  or  10  percent  of  the 
domestic  shipments. 

III.  THE  ASSESSMENT  RATE  SHOULD  NOT  REHARD  LOH  OR  DUMPED  PRICES  • 
As  noted  earlier,  the  domestic  industry's  problems  flow  from 
very  depressed  market  prices  caused,  in  part,  by  dumping  of  Imported 
merchandise.  The  bill's  assessment  methodology  In  two  different  places 
essentially  shifts  the  funding  for  the  industry's  total  promotion  away 
from  imported  product  and  onto  domestic  product.  Such  a  result  is  unfair 
and  unreasonable. 

(A)  INITIAL  RATE.--  The  rate  of  assessment  on  each 
sale  or  transfer  of  cut  flowers  or  cut  greens,  for  the 
first  three  years  the  order  is  in  effect,  shall  be 
one-half  of  1  per  centum  of  the  gross  sales  price  of 
product  sold  or  (1n  the  case  of  transactions  described 
in  paragraph  (l)(C)(i1))  [covered  transactions]  of  the 

amount  of  each  transaction  calculated  as  provided in 

paragraph  (l)(C)(ii). 

H.R.  1738  at  Sec.  5(h)(2)  (emphasis  added).  Under  the  assessment  system 

envisioned  in  H.R.  1738,  domestic  producers/wholesalers  will  pay  a 
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greater  proportion  of  assessment  fees  than  will  be  paid  on  imported 
merchandise  merely  by  virtue  of  the  assessment  methodology  used. 

For  example,  if  four  domestic  roses  sell  for  $.50/stem,  $.01  in 
assessments  would  be  due.  In  contrast,  twenty  imported  roses  could  be 
sold  for  $.10/stem,  with  the  same  $.01  in  assessments  due.  Domestic 
fresh  cut  flowers,  for  various  reasons,  have  traditionally  been  undersold 
by  foreign  imports.  Sti,  e.g. .  Certain  Fresh  Cut  Flowers  from  Canada- 
Chile.  Colombia.  Costa  Rica.  Ecuador.  Israel,  and  the  Netherlands.  Inv. 
No.  701-TA-275.  USITC  Pub.  1956,  at  28,  32,  37  (March  1987).  During  the 
week  of  January  22,  1992,  for  example,  prices  for  domestic  roses  ranged 
from  a  high  of  $1.50  to  a  low  of  $1.30  per  stem  compared  to  Colombian 
prices  reportedly  ranging  from  $0.18  -  $0.20  per  stem  during  the  week  of 
January  23,  1992.  Sse  USDA,  Ornamental  Crop  Reports  (1/24/92).  With  a" 
value-based  assessment  rate,  the  U.S.  grower/wholesaler  will  pay  an 
amount  disproportionate  to  its  market  share  and  to  its  likely  benefit 
from  expanded  market  demand.  The  Floral  Trade  Council  believes  that  the 
bill  should  be  amended  so  that  the  assessment  rate  is  based  on  volume, 
whether  or  not  based  on  number  of  boxes,  stems,  stem  equivalents,  weight, 
or  cubic  volume. 

Under  the  PromoFlor  Bill,  assessments  are  to  be  paid  on  the 

qualified  handlers'  sales  to  retailers  or  exempt  handlers.   H.R.  1738  at 

Sec.   5(h).    Yet,   assessments   are   also   to   be   paid  on   "covered 

transactions"  which  are  defined  in  the  following  manner: 

[E]ach  non-sale  transfer  of  cut  flowers  or  cut  greens 
to  a  retailer  from  a  qualified  handler  that  is  a 
distribution  center,  as  described  in  section 
3(4)(A)(i1)(III),  and  each  direct  sale  of  cut  flowers 
or  cut  greens  to  a  consumer  by  a  qualified  handler  . 
that  is  an  Importer  or  producer,  as  described  In 
section  3(4)(A)(111).  shall  be  treated  as  a  sale  of 
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cut  flowers  or  cut  greens  to  a  retailer  subject  to 
assessments  under  this  subsection,  in  an  amount  equal 

to  the  price  paid  by  the  distribution center  or 

Importer,  respectively,  to  acquire  the  cut  flowers  or 
cut  greens  plus  an  amount  determined  by  multiplying 
such  acquisition  price  by  a  uniform  percentage 
established  by  the  PromoFlor  Council  to  represent  a 
wholesale  handler's  mark-up  on  a  sale  to  a  retailer 

(QL In  the  case  of  direct  sales  to  consumers  by 

producers,  an  amount  determined  by  applying  to  the 
price  paid  by  the  consumer  a  uniform  percentage 
established  by  the  PromoFlor  Council  to  represent  the 
cost  of  producing  the  article  and  a  wholesale 
handler's  mark-up  on  a  sale  to  a  retailer). 

Id.  at  Sec.  5(h)(  1  )(c)(  1  i )  (emphasis  added);  165  aLio  Sec.  3(4).   The 

language  of  section  5(h),  therefore,  proposes  to  calculate  differently 

the  assessment  rates  for  importers'  and  producers'  direct  sales  to 

consumers. 

■  Under  section  5(h),  assessments  are  paid  on  sales  that  are,  or 

could  have  been,  routed  through  handlers.   The  bill  requires  assessments 

to  be  paid  on  "covered  transactions"  which  include  both  importers'  and 

domestic  producers'  sales  directly  to  the  consumer,   li,  at  Sec.  5(h). 

For  Importers'  direct  sales,  assessment  will  be  based  on  the  price  paid 

by  the  Importer  to  acquire  cut  flowers  or  cut  greens  plus  an  amount 

representing  a  wholesale  handler's  mark-up  on  a  sale  to  a  retailer.   For 

producers'  direct  sales,  assessment  will  be  calculated  by  "applying  to 

the  price  paid  by  the  consumer  a  uniform  percentage  established  by  the 

PromoFlor  Council  to  represent  the  cost  of  producing  the  article  and  a 

wholesale  handler's  mark-up  on  a  sale  to  a  retailer."  UL 

The  bill  does  noi   describe  how  the  Council  will  calculate  (1) 

the  Imputed  mark-up,  or  (2)  domestic  growers'  cost  of  production.  IsL   at 

Sees.  3(4),  5(h).   Use  of  the  price  paid  by  the  Impprtgr  as  the 

assessment  basis  for  its  sales  may  be  unreliable  given  that  that  price 
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may  be  an  unreasonably  low  transfer  price  between  a  related 
producer/exporter  and  importer,  consignment  sale,  or  below  cost. 
Further,  any  "uniform  percentage"  chosen  by  the  Council  to  represent  a 
grower's  cost  of  production  or  a  wholesaler's  mark-up  will  not 
necessarily  be  representative.  By  adopting  the  volume  methodology  for 
calculating  the  assessment  rate,  however,  the  burdensome  process  of 
establishing  representative  percentages  will  be  avoided. 

Finally,  the  language  of  section  5(h)  should  also  be  clarified 
to  state  whether  "non-sale  transfers"  to  retailers  are  Intended  to  cover 
transactions  between  related  parties.  The  PromoFlor  Bill  as  written 
could  encourage  handlers  to  use  related  retailers  so  that  the  "sale"  to 
be  assessed  could  be  at  an  artificially  low  transfer  price. 

IV.   COUNCIL  COMPOSITION  —  DOMESTIC  PRODUCERS  SHOULD  HAVE  MAJORITY" 
VOTING   RIGHTS;   ALTERNATIVELY,   CERTAIN   CRITICAL   CONSUMER 
INFORMATION  ISSUES  SHOULD  BE  IDENTIFIED  BY  STATUTE. 

The  PromoFlor  Bill  places  control  of  the  administration  of  a 

marketing  order  with  the  wholesalers.   The  "PromoFlor  Council"  will  be 

responsible  for  the  administration  of  the  Secretary  of  Agriculture's 

marketing  orders.   H.R.  1738  at  Sec.  5(c).   The  Council  will  be  comprised 

of  twenty-one  members  selected  from  "participating  qualified  handlers": 

(I)  fourteen  members  representing  qualified  wholesale 
handlers  of  domestic  or  Imported  cut  flowers  and  cut 
greens ; 

(II)  three  members  representing  producers  that  are 
qualified  handlers  of  cut  flowers  and  cut  greens; 

(III)  three  members  representing  Importers  that  are 
qualified  handlers  of  cut  flowers  and  cut  greens;  and 
(iv)  one  member  representing  cut  flowers  and  cut 
greens  retailers. 

H.R.  1738  at  Sec.  5(b)(2)(A)  (emphasis  added).   From  the  Council  members, 

an  executive  committee  of  not  more  than  nine  members  will  be  formed  and 

initially  composed  of:  (1)  four  members  representing  qualified  wholesale 
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handlers,  (2)  two  members  representing  producers  that  are  qualified 
handlers,  (3)  two  members  representing  importers  that  are  qualified 
handlers,  and  (4)  one  member  representing  retailers.  IsL.  at  Sec. 
5(b)(6)(A).   The  Floral  Trade  Council  views  this  structure  as  inadequate. 

Unlike  the  Floral  Research  and  Information  Act  of  1981  which 
equally  distributed  board  membership  according  to  subject  merchandise 
amongst  producers  and  importers,  the  PromoFlor  Bill  assumes  that  fourteen 
members  of  the  Council  should  represent  the  interests  of  qualified 
wholesale  handlers.  Compare  7  U.S.C.  §  4306(2).  The  FTC  strongly  urges 
the  Subcommittee  to  modify  the  bill  to  provide  majority  representation 
for  domestic  producers.  Such  an  approach  would  be  consistent  with  the 
approach  taken  in  many  other  agricultural  orders  and  consistent  with 
other  marketing  orders.  See  7  U.S.C.  §§  2106-07,  2613-19.  3405;  7  C.F.R. 
§§  900-99  (In  the  vast  majority  of  marketing  orders  for  fruits, 
vegetables,  cotton,  eggs,  potatoes,  wheat,  and  nuts,  producers  either 
dominate  or  control  entirely  the  composition  of  the  administering 
body.).  The  fact  that  assessments  will  occur  at  a  stage  different  from 
that  of  the  producer  is  Irrelevant.  Most  marketing  orders  reviewed 
assess  at  the  handler  level  while  focusing  control  of  the  orders  on  the 
growers.  We  believe  that  the  same  outcome  should  happen  here. 

If  such  a  statutory  modification  is  not  viewed  as  acceptable  or 
desirable  by  this  Subcommittee,  then  the  FTC  urges  the  Subcommittee  to 
define  certain  consumer  education  objectives  in  the  bill  Itself  so  that 
some  of  the  underlying  problems  preventing  domestic  growers  from 
partaking  in  market  growth  will  be  addressed.  Growers  perceive  that  in 
addition  to  expanding  markets,  consumers  have  a  right  to  know  certain 
information:   (a)  freshness  of  the  product  [how  long  since  the  product 
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was  cut];  (b)  whether  the  product  was  handled  according  to  industry 
standards  for  maximizing  shelf-life;  and  (c)  whether  the  product  being 
purchased  is  domestic  or  foreign,  which  is  a  concern  of  any  consumer  of 
any  product.  The  growers,  importers,  wholesalers  and  retailers 
collectively  do  not  do  a  particularly  good  job  on  any  of  these  objects. 
While  this  information  is  intuitively  obvious  as  part  of  permitting 
consumers  the  opportunity  to  make  educated  purchasing  decisions,  it  is 
not  clear  that  unless  domestic  growers  control  the  Council  by  numbers 
that  the  issues  will  be  addressed  in  a  timely  manner.  Growers'  interests 
in  having  consumers  know  whether  product  is  domestic  or  foreign  is 
obviously  different  than  that  of  many  importers  and  many  wholesalers  or 
retailers.  The  same  could  be  said  for  freshness  —  interests  could 
substantially  differ.  Yet,  part  of  having  a  more  satisfied  customer  is 
having  a  better  informed  customer.  The  FTC  strongly  urges  the  Congress 
to  include  these  consumer  education  objectives  to  the  statute  if  the 
composition  and  control  of  PromoFlor  is  not  changed. 
V.   CONCLUSION 

The  Floral  Trade  Council  appreciates  the  opportunity  to  appear 
before  the  Subcommittee.  While  the  Floral  Trade  Council  supports  the 
underlying  purpose  of  the  PromoFlor  Bill  (to  establish  an  effective  and 
coordinated  program  of  promotion,  consumer  information,  and  related 
research),  any  revised  bill  should  better  safeguard  domestic  producer 
Interests.  As  the  Honorable  Tony  Coelho,  sponsor  of  the  Floral  Research 
and  Consumer  Information  Act  of  1981,  the  precursor  to  the  PromoFlor 
Bill,  stated:  "I  believe  in  the  concept  that  marketing  orders  are  there 
to  assist  growers  and  others  in  the  promotion  of  commodities  in  the 
marketplace."  Hearing  on  H.R.  4475  before  the  Subcommittee  on  Domestic 
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Marketing.  Consumer  Relations,  and  Nutrition  of  the  House  Committee  on 
Agriculture,  97th  Cong.,  1st  Sess.  at  34  (1981)  (remarks  of  Hon.  Tony 
Coelho).  A  bill  that  does  not  take  into  account  the  concerns  addressed 
In  this  statement  could  well  result  In  a  marketing  order  that  does  not 
help  domestic  producers  at  all.  That  would  indeed  be  a  needless  mistake. 

Respectfully  submltl 


erence  P.  Stewart 


STEWART  AND  STEWART 
808  Seventeenth  Street,  N.W. 
Washington,  DC  20006 
Telephone:  (202)  785-4185 

Special  Counsel  to  the 
Flora!  Trade  Counci 1 


Date:  May  12,  1993 

Washington,   DC 


(Attachment    follows:) 
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PENN  STATE  FLOWER  MARKETING  INFORMATION  -  MAY  1992 


Not  shown  in  the  accompanying  data,  m  1990  Colombia  represented  96.2%  of  aJl 
impor:ed  standard  carnat;ons,  79.9%  of  ail  imported  miniature  earns,  $6.9%  of  all 
imported  pompons,  78.5%  of  ail  $iar>dard  mums,  and  68.7%  of  imported  roses.  (Mexico 
had  1 1.2%,  Ecuador  9.9%,  Guatemala  ).9%,  and  Netherlands  3.0%  of  imported  roses.) 


Per 

Cut  Flower 

Year 

Imported 

(%  share) 

Domestic 

1    000  ^f^mt  — 

Total 

Capita 

Carnations 

1971 

33,2«« 

(5.2%) 

602,915 

636,159 

3.08 

1979 

376,311 

(45.9%) 

443,868 

820,379 

3.65 

1980 

tl6^64 

(50.1%) 

414,721 

831,585 

3.66 

1981 

331,116 

(38.2%) 

381,681 

912,797 

3.98 

1982 

330,759 

NA 

NA 

NA 

NA 

1983 

638,»79 

NA 

NA 

NA 

NA 

198* 

694,672 

(66.3%) 

353,211 

1,047,883 

0.44 

1983 

766,291 

(68.1%) 

358,733 

1,125,020 

0.72 

1986 

922,672 

(73.8%) 

327,646 

1,250^18 

5.19 

1987 

1,027,057 

(74.3%) 

350,013 

1,381,470 

5.68 

1988 

1,075,736 

(74.4%) 

369,045 

1,045.181 

3.88 

1989 

953,958 

(70.7%) 

323,177 

1,277,135 

5.16 

1990 

1,220,5'>9 

(80.6%) 

290,350 

1,314,903 

6.06 

Mums 

1971 

11,398 

(7.3%) 

140,706 

156,104 

.75 

1979 

20,IK»8 

(16.0%) 

107,578 

128,026 

.57 

1980 

22,i«ll 

(19.2%) 

93,753 

116,160 

.51 

1981 

21,370 

(19.9%) 

86,562 

108,132 

.07 

1912 

26,183 

NA 

NA 

NA 

NA 

1983 

27,095 

NA 

NA 

NA 

NA 

1984 

30,600 

(31.3%) 

67,113 

97,713 

.01 

1983 

<»0,113 

(40.0%) 

60,162 

100,275 

.02 

1986 

26,850 

(38.1%) 

03,657 

70,507 

.29 

1987 

24,'»<*1 

(36.4%) 

02,752 

67,193 

.28 

1988 

26,026 

(37.5%) 

00,108 

70,530 

.29 

1989 

27,978 

(01.5%) 

39,018 

67,396 

.27 

1990 

32,062 

(63.1%) 

19,003 

51,465 

.21 

Pompons 

1971 

12,326 

(5.6%) 

206,730 

219,056 

1.G6 

1979 

218,628 

(31.0%) 

209,952 

028,580 

1.91 

1980 

230,052 

(52.3%) 

209,000 

039,452 

1.93 

1981 

267,090 

(50.8%) 

220,010 

087,300 

2.12 

1982 

318,180 

NA 

NA 

NA 

NA 

1983 

367,998 

NA 

NA 

NA 

NA 

198'» 

309,900 

(63.6%) 

199,938 

549,882 

2.33 

1983 

011,336 

(65.0%) 

221,070 

632,406 

2.65 

1986 

055,802 

(69. 9-^;,) 

193,996 

651,798 

2.7  1 

1987 

066,590 

(72.8%) 

170,528 

601,118 

2.63 

19S8 

509,006' 

(73.9%) 

180,126 

689,172 

2.S  1 

1989 

^27,128 

(75.6<\,) 

137,096 

560,620 

2.2S 

1990 

520,02S 

(Sl.9^) 

113,962 

639,990 

2.56 
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Cut  Flower                       Year 

Imported 

(%  share) 

Domestic 

Total 

Per 

Ca?;r3 

Roses                                  1971 

1.0)8 

{.2%) 

42S,S13 

♦  29.85) 

2. 08 

1979 

33,323 

(7.4<»b) 

444,620 

479,945 

2.14 

1980 

i4(t,ti97 

(9.3%) 

923,667 

470.164 

2.:7 

1981 

71,870 

(14.6%) 

421,639 

493.509 

2.15 

1982 

90,111 

NA 

NA 

NA 

N*, 

1983 

120,305 

NA 

NA 

NA 

NA 

1984 

129,113 

(21.8%) 

462,439 

591,352 

2.50 

1983 

173,131 

(26.6%) 

477,026 

650.177 

2.73 

1986 

217,022 

(32.0%) 

462,177 

679,199 

2.82 

1987 

263,8i>9 

(31.8%) 

364,621 

828,470 

3.40 

1988 

288,793 

(33.8%) 

363,440 

854,235 

3.48 

1989 

314,193 

(34.9%) 

383,236 

899,431 

3.63 

1990 

427,002 

(42.4%) 

381,262 

1,008,264 

4.04 

Grand  Totals                    1971 

38,006 

(4.0%) 

1,383,166 

1,441,172 

6.97 

1979 

630,912 

(33.1%) 

1,206,018 

1,856,930 

8.27 

1980 

713,82* 

(38.4%) 

1,143,541 

1,857,365 

8.15 

1951 

891,646 

(44.3) 

1,110,292 

2,001,938 

8.72 

1982 

989,233 

NA 

NA 

NA 

NA 

1983 

1,173,877 

NA 

NA 

NA 

NA 

198» 

1,204,329 

(52.7%) 

1,082,701 

2,287,030 

9.68 

1983 

1,390,891 

(33.3%) 

1,116,991 

2,307,882 

10.52 

1986 

1,622,346 

(61.2%) 

1,029,476 

2,631,822 

ll.CO 

1987 

1,781,937 

(61.1%) 

1,136,314 

2,918,251 

11.99 

1988 

1,900,003 

(62.1%) 

1,159,119 

3,059,122 

12.^6 

1989 

1,723,239 

(61.4%) 

1,083,327 

2,808,586 

11.34 

1990 

2,204,041 

(68.6%) 

1,010,581 

3,214,622 

12.87 

(Sources:   Ornamental  Crops 

National  Market  Trends  ^ 

arvd  Floriculture 

Crops.  USDA.) 
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STATEMENT  OF  DAVE  MEARS 

on  Behalf  of 

Wholesale  Florists  and  Florist  Suppliers  of  America 


before  the 

The  Subcommittee  on  Specialty  Crops  and  Natural  Resources 

House  Committee  on  Agriculture 

May  12,  1993 


Mr.  Chairman,  members  of  the  Subcommittee,  thank  you  for  this  opporturuty  to  speak  on  behalf 
of  H.R.  1738,  the  Fresh  Cut  Flowers  and  Fresh  Cut  Greens  Promotion  and  Information  Act  of  1993. 

I  am  Dave  Mears,  President  of  Bob  Mears  Wholesale  Florist,  Inc.,  in  Springfield,  Missouri.  Today, 
I  am  speaking  for  the  Wholesale  Florists  and  Flonsl  Suppliers  of  America  (WF&FSA).  Our  organization 
represents  the  wholesale  segment  of  the  fioral  industry  throughout  all  of  North  America.  We  have  about 
1,300  companies  as  members,  including  both  handlers  and  suppliers.  Our  members  combined  have  annual 
sales  of  about  $4.65  billion,  and  employ  slightly  over  34,000  people. 

There  is  no  doubt  but  that  our  members  will  be  carrying  the  lion's  share  of  the  promotion  program 
assessments  under  H.R.  1738.  And,  I  am  pleased  to  report  that  in  all  polling  of  our  members,  we  have 
found  that  they  overwhelmingly  support  the  promotion  order  concept. 

I  would  like  to  lake  this  opportunity  to  explain  to  you  why  we  think  the  PromoFlor  program,  as 
provided  in  H.R.  1738,  is  so  important  to  us.  Also,  I  would  like  to  give  you  the  background  on  this 
program  and  on  the  work  of  the  PromoFlor  Organizing  Group. 

BACKGROUND  FOR  THE  DEVELOPMENT  OF  PROMOFLOR 

Several  years  ago,  a  number  of  individuals  and  companies  within  the  floral  industry  came  together 
as  a  group  to  work  on  ways  to  increase  markets  for  our  products.  As  part  of  that  group,  I  can  tell  you  that 
our  group  represented  a  true  cross-section  of  the  industry,  from  growers  and  importers  to  wholesalers  and 
retailers.  We  were  then,  and  remain  now,  united  in  our  concern  for  preserving  and  strengthening  our 
industry  in  which  we  lake  great  pride. 

What  the  industry  group  has  found  is  that  cut  flower  and  cut  green  sales  had  flattened.  USDA's 
Economic  Research  Service  tells  us  that  the  U.S.  per  capita  consumption  of  cut  flowers  and  greens  in  1992 
was  $23.50.  It  was  the  same  in  1991,  and  was  actually  higher  in  1990,  with  per  capita  consumption  at 
$24.25. 

People  in  the  United  Slates  are  among  the  lowest  per  capita  consumers  of  all  floral  products  in 
developed  countries,  according  to  the  Holland  Flower  Bureau.  Norway  tops  the  list  with  $154  in  annual 
sales  per  capita,  and  the  United  Slates  ranks  twelfth. 

Further,  wholesale  and  retail  fiorisls  earn  some  60  percent  of  their  annual  income  from  five  major 
flower  days:  TTianksgiving,  Christmas,  Valentine's  Day,  Easter,  and  Mother's  Day.  What  this  means  is 
that  a  wholesaler  or  retailer  of  fresh  cut  tlowers  is  limited  to  one  month  a  year  of  significant  opportunity 
to  earn  the  income  needed  to  slay  in  business  year-round. 

Because  we  must  gear  up  for  these  short-lived  major  flower  buying  periods,  we,  along  with 
producers,  have  facilities,  staff,  and  equipment  that  is  undenjtilized  most  of  the  year.  The  industry  has  a 
lot  of  excess  capacity. 

PromoFlor  is  the  industry's  effort  to  effectively  change  the  frequency  of  consumer  fresh  fiower 
purchasing,  thereby  reducing  the  risk  of  the  major  holidays  as  a  principal  source  of  income. 
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There  is  good  reason  to  believe  that  we  can  make  progress  in  this  effort.  Consumer  research  shows 
that  consumers  love  flowers.  They  like  to  buy  them  and  they  like  to  receive  them.  They  are  predisfiosed 
to  buy  flowers,  but  don't  buy  them  simply  because  they  "don't  think  about  buying  flowers".  We  want  to 
remind  them  about  buying  flowers. 

The  industry  group  that  came  together  in  early  1990--lhe  PromoFlor  Organizing  Group— has  met 
formally  a  number  of  times,  and  actively  discussed  from  the  earliest  meeting  the  potential  that  an  industry- 
funded  cut  flowers  and  cut  greens  promotion  order  would  have  as  a  solution  to  the  problems  we  see  the 
industry  facing.  Also,  we  have  held  hundreds  of  group  and  individual  meetings  to  get  input  from  all 
segments  of  the  industry. 

Once  consensus  was  reached  to  go  forward  with  a  handlers-type  of  order,  over  80  Town  Meetings 
were  held  from  coast  to  coast  to  explain  the  PromoFlor  program  and  get  more  input  before  drafting 
proposed  legislation.  The  Town  Meetings  were  held  by  a  group  of  35  industry  volunteers  who  took  on 
the  project  at  their  own  expense. 

We  have  distributed  10,000  brochures  and  200  videos  explaining  the  program  to  the  industry.  The 
trade  press  has  carried  articles  explaining  the  program  throughout  the  educational  process.  We  also  have 
a  one-man  office  with  an  800  number  so  anyone  in  the  industry  can  get  direct  answers  to  their  questions 
on  PromoFlor. 

THE  EFFORT  TO  DEVELOP  PROMOFLOR  HAS  SUCCEEDED 

Mr.  Chairman,  after  we  put  together  the  elements  of  this  legislative  package,  our  PromoFlor 
Organizing  Group  had  Ernst  &  Young  conduct  a  survey  of  the  handlers  that  would  be  paying  assessments, 
to  see  what  they  thought  of  the  package.  I  am  delighted  to  report  to  you  that  over  78  percent  of  those 
responding  to  the  survey  said  they  support  it.  We  believe  that  this  shows  that  the  industry  truly  wants  this 
generic  promotion  program  and  supports  the  program  mechanisms  the  Organizing  Group  came  up  with. 
I  would  like  to  submit  the  press  release  on  the  survey  results  with  this  statement. 

I  can  assure  you  that,  in  the  many  meetings  and  hours  of  work  on  the  proposal,  we  took  great 
pains  to  be  fair  to  every  segment  of  the  industry  and  accommodate  everyone's  legitimate  needs.  The 
survey  results  indicate  that  the  effort  is  paying  off,  and  that  your  approval  of  H.R.  1738  will  be  well- 
received  by  floral  handlers  throughout  the  United  States. 

The  only  opposition  that  we  have  learned  of  to  the  legislation  is  by  a  very  small  group  that  failed, 
during  the  industry  effort  to  develop  the  proposal,  to  get  industry  approval  of  the  particular  assessment 
system  they  put  forward. 

Even  with  this  small  opposition,  we  feel  it  important  to  move  ahead  with  the  legislation  now 
because  we  know  that  the  overwhelming  majority  of  the  industry  support  the  fair  and  equal  assessment 
method  included  in  H.R.  1738,  and  because  the  legislation  has  built-in  protections  for  the  industry  being 
assessed.  It  will  require  industry  approval  of  the  program  in  a  referendum;  and  it  provides  for  refunds 
before  the  referendum  if  the  program  is  rejected  by  the  industry. 

Also,  I  can  report  that  every  major  cut  flower  and  cut  greens  organization  is  in  support  of  the 
PromoFlor  program  and  H.R.  1738.  The  PromoFlor  Organizing  Group  has  over  570  business  locations 
that  have  gone  on  record  in  support  of  the  passage  and  implementation  of  PromoFlor. 

Further,  in  the  retailing  area,  1  serve  as  a  board  member  of  the  Floral  Marketing  Association,  an 
arm  of  the  Produce  Marketing  Association,  and  am  pleased  to  tell  you  today  that  the  FMA  has  endorsed 
the  legislation  and  is  listed  as  a  Friend  of  PromoFlor. 

The  conclusion  is  obvious  to  us.  Never  before  in  the  history  of  the  floral  industry  has  there  been 
more  agreement.  The  industry  wanLs  promotion;  we  want  it  now;  and  PromoFlor  is  the  vehicle. 

KEY  ELEMENTS  OF  THE  PROPOSAL 

The  industry-developed  proposal  that  is  embodied  in  the  legislation  before  you  today  will  provide 
for  a  nationwide  program  of  con.sumer-oriented  commodity  promotion,  funded  by  handlers,  to  maintain 
and  expand  markets  for  fresh  cut  flowers  and  fresh  cut  greens.  The  legislation  has  been  patterned  after  the 
other  statutes  establishing  successful  commodity  promotion  and  research  programs. 

H.R.  1738  would  provide  for  a  cut  flowers  and  cut  greens  promotion  order  to  be  issued  by  the 
Secretary  of  Agriculture.  It  also  provides  that,  after  the  order  has  been  in  effect  for  three  yeare,  it  will  be 
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voted  on  by  the  handlers  subject  to  assessments  to  determine  if  they  wish  to  continue  this  industry-wide 
self-help  effort.  In  the  interim,  handlers  could  request  refunds  of  assessment  paid  and  refund  escrow 
account  set  up;  and  if  the  program  is  voted  down  in  the  referendum,  refunds  would  be  paid. 

The  program  under  the  bill  will  assess  sales  from  handlers  to  retailers  to  fund  the  promoUon  effort. 
The  assessment  rate  would  be    of  1  percent  of  the  sales  price  for  the  first  three  years  of  the  order.  Then, 
in  later  years,  the  PromoFlor  Council  could  propose  to  the  Secretary  of  Agriculture  increases  or  decreases 
in  the  assessment  rate  of  not  more  than     of  1  percent  annually,  with  the  maximum  assessment  level 
allowable  being  1  percent  of  sales  price.  However,  no  change  in  the  assessment  rate  would  be  permitted 
unless  approved  by  a  two-thirds  vote  of  the  PromoFlor  Council  and  okayed  by  the  Secretary. 

The  legislation  includes  detailed  definitions  and  other  provisions  to  ensure  that  the  assessment  will 
be  applied  fairly  and  evenly  across-the-board  to  all  companies  selling  cut  flowers  or  cut  greens  into  the 
retail  market,  or  to  the  small  wholesalers  that  directly  service  retailers.  Further,  the  assessment  would  only 
be  applied  once  in  the  marketing  chain— when  the  product  moves  into  the  retail  market.  Producers  and 
importers  would  not  be  required  to  pay  a  second  assessment  on  the  flowers  or  greens  when  they  sell  to 
handlers. 

The  promotion  program  for  cut  flowers  and  cut  greens  would  be  administered  by  the  PromoFlor 
Council  made  up  of  20  members  who  represent  handlers  that  pay  assessments,  and  one  other  person 
representing  retailers.  These  members  would  nominated  by  the  industry  and  appointed  by  ihe  Secretary 
of  Agriculture.  Further,  the  order  would  require  that  at  least  three  of  the  handler  members  be  flower 
growers  also,  and  that  an  equal  numt>er  come  from  the  import  side. 

Both  the  composition  of  the  PromoFlor  Council  and  the  serious  responsibilities  it  will  have  are 
integral  to  this  legislation...  the  program  it  will  establish  is  truly  a  self-help  effort,  industry-financed  and 
industry-operated. 

The  program  and  assessments  will  cover  both  domestically-grown  and  imported  cut  fioweis  and 
cut  greens.  Included  under  the  program  will  be  all  flowers  and  foliage  used  as  fresh  cut  flowers  or  fresh 
cut  decorative  foliage  (except  Christmas  trees),  produced  either  under  cover  or  in  field  operations. 
However,  smaller  handlers  that  service  retailers,  those  whose  sales  of  assessable  product  to  retailers  are 
less  than  $750,000  per  year,  will  be  exempted  from  the  program. 

The  funds  collected  under  the  program,  which  we  estimate  will  be  $  10  million  in  each  of  the  first 
three  years  the  program  is  in  operation,  will  be  used  primarily  for  direct  market-strengthening  promotion 
efforts. 

We  anticipate  that  the  PromoFlor  Council  will  have  sufficient  fimds  to  allow  for  effective  national 
advertising  of  cut  flowers  and  cut  greens  on  television.  And,  the  proposed  first-year  budget  aims  to 
achieve  two  key  elements  of  successful  promotion:  frequency  and  continuity.  Frequency,  so  people  are 
reminded  to  buy  flowers.  Continuity,  so  people  get  consistent  messages  throughout  the  year. 

I  would  point  out  to  the  Subcommittee  that  the  bill  includes  a  provision,  which  1  believe  is  in  no 
other  check-off  legislation  heretofore  approved  by  Congress,  to  control  administrative  costs.  The  bill 
specifically  requires  the  PromoFlor  Council  to  implement  a  stringent  system  of  cost  controls  to  ensure  that 
administrative  spending  under  the  PromoFlor  program  is  established  and  kept  at  minimal  levels.  We  want 
the  dollars  to  go  to  market-building  for  our  industry,  not  for  unnecded  overhead. 

CONCLUSION 

Mr.  Chairman,  on  behalf  of  the  Wholesale  Florists  and  Florist  Suppliers  of  America,  1  ask  you 
to  give  floral  handlers  the  opportunity  to  establish  a  self-help  program  that  will  ultimately  benefit  all 
segments  of  the  industry,  from  growers  to  retailers.  The  proposed  program,  which  will  be  uniformly 
administered  throughout  the  country,  is  the  most  cost-effcciive  and  efficient  way  to  meet  the  needs  of  the 
floral  industry. 

1  can  assure  you  tliat  the  PromoFlor  Organizing  Group  stands  ready  to  work  with  this 
Subcommittee,  the  Department  of  Agriculture,  and  others  in  the  industry  in  the  further  development  of 
this  legislation;  but  we  ask  that  the  Subcommittee  and  Committee  move  expeditiously  in  its  consideration. 

Thank  you. 

ATTACHMENT 
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PRESS  RELEASE 

Wed.  Mar  17.  1993 
PromoFlor  Organizing  Group,  Inc. 

P.O.  Box  3495,  Annapolis,  MP  21403-0495 Contact:  Jim  Wanko  at  1  800  858-8810 


Independent  Survey  Shows  Industry 
Overwhelmingly  Supports  PromoFlor 

Over  78%  of  those  responding  to  a  survey  of  handlers  support  PromoFlor.  This 
group  reported  sales  of  nearly  $1 .2  Billion  in  fresh  cut  flowers  and  cut  greens. 

An  independent  study  was  conducted  by  the  accounting  finm  of  Ernst  &  Young,  at 
the  request  of  the  PromoFlor  Organizing  Group. 

The  PromoFlor  Organizing  Group  painstakingly  compiled  a  list  of  more  than  1 ,400 
potential  handlers.  Questionnaires  were  sent  to  all  1 ,400  potential  handlers  in  an 
effort  to  see  if  they  were  qualified  for  PromoFlor.  Of  the  handlers  responding,  642 
said  they  qualify'. 

Only  those  eligible  to  pay  the  assessment  were  included  in  the  survey.  Over  500 
handlers  whose  annual  sales  of  cut  flowers  and  cut  greens  are  more  than  $750,000 
took  part  in  the  survey.  Ernst  &  Young  got  a  75%  response  rate  to  their  survey. 

PromoFlor  is  a  grassroots,  industry-supported  initiative  to  develop  a  national  promo- 
tion program  for  fresh  cut  flowers  and  cut  greens. 

"Based  on  support  demonstrated  by  this  survey,  the  support  from  all  major  floral 
organizations,  and  hundreds  of  firms  who  have  signed  up  as   Friends  of  PromoFlor,' 
we  have  a  clear  directive  from  the  industry  to  take  PromoFlor  to  the  U.S.  Congress," 
said  both  Bob  Wilkins  and  Chip  Wright,  Co-chairmen  of  the  PromoFlor  Organizing 
Group,  Inc. 

For  more  information,  contact  Jim  Wanko,  PromoFlor  Organizing  Group,  Inc.,  P.O. 
Box  3495,  Annapolis,  MD  21403-0495,  Phone  (800)  858-8810  or  FAX  (410)  263- 
7642. 
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STATEMENT  OF  DWIGHT  HAIGHT 

on  Behalf  of 
The  Association  of  Floral  Importers  of  Florida 


before  the 

The  Subcommittee  on  Specialty  Crops  and  Natural  Resources 

House  Committee  on  Agriculture 

May  12,  1993 


Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  giving  me  the  opportunity  to 
testify  before  you  today. 

I  am  Dwight  Haight,  co-owner  of  CFX/LaFleurette,  Inc.,  a  floral  importing  and  handling  company 
located  in  Miami,  Florida.  Also,  I  serve  as  President  of  CFX,  Inc.,  which  focuses  on  the  import  side  of 
the  business. 

I  have  been  in  the  floral  industry  since  1965,  when  I  went  to  work  for  one  of  the  first  companies 
to  grow  flowers  in  South  America  for  import  into  the  United  States. 

It  is  my  honor  to  speak  to  you  today  on  behalf  of  the  Association  of  Floral  Importers  of  Florida. 
I  am  a  founding  member  and  past  President  of  the  Association. 

The  Association  was  founded  in  1983  to  represent  its  members  on  a  broad  spectrum  of  issues  at 
the  local,  state,  and  national  levels,  including  governmental,  legislative,  transportation,  and  industry  related 
matters. 

And,  the  Association  is  an  important  voice  for  the  floral  import  industry.  Its  membership  recorded 
sales  of  nearly  half  a  billion  dollars  in  1992,  or  approximately  85  percent  of  Miami  imports.  In  turn,  the 
Miami  import  industry  supports  approximately  5,300  U.S.  employees,  primarily  located  in  South  Florida. 
This  includes  2,400  persons  employed  directly  by  importing  and  bouquet-making  companies,  with  the 
additional  2,900  persons  employed  by  airlines  and  trucking  companies  whose  primary  business  is  the 
transport  of  imported  cut  flowers. 

The  Association  of  Floral  Importersof  Florida  supports  passage  of  H.R.  1738.  We  believe  it  holds 
great  promise  to  expand  markets  and  increase  sales  of  cut  flowers  and  cut  greens  in  the  United  States. 

As  a  member  of  the  PromoFlor  Organizing  Group,  the  group  that  put  this  legislation  together 
originally,  the  Association  is  confident  that  the  views  of  cut  flowers  and  cut  greens  importers  on  the 
PromoFlor  program  have  been  taken  into  account,  and  the  interests  of  the  import  segment  of  the  industry 
are  protected. 

The  Association  is  pleased  that  H.R.  1738  acknowledges  the  important  role  played  by  importers 
in  the  United  States  floral  industry,  and  includes  necessary  safeguards  to  ensure  equitable  treatment  of 
importers. 

H.R.  1738  provides  voting  rights  for  importers  that  pay  assessments  in  their  role  as  handlers;  fair 
and  adequate  representation  of  importer-handlers  on  the  PromoFlor  Council;  and  uniform  assessments 
applied  at  the  same  rate  on  domestically-produced  and  imported  product. 

The  Association  is  enthusiastic  about  the  PromoFlor  program.  We  see  a  stronger  market  as  much 
an  opportunity  for  imported  product  as  for  domestic  production,  and  are  willing  to  pay  the  assessment  to 
fund  the  program. 

Mr.  Chairman,  I  would  also  like  to  take  this  opportunity  to  review  the  elements  of  H.R.  1738  in 
light  of  the  "Legislative  Guidelines  for  Commodity  Research  and  Promotion  Programs"  promulgated  by 
the  Department  of  Agriculture.  As  you  will  see,  the  PromoFlor  bill  meets  the  public  interest  standards 
set  out  in  the  Guidelines. 
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1.  The  bill  is  national  in  scof)e,  covering  all  cut  flowers  and  cut  greens  markets  in  the  United  States 
and  its  territories.  Also,  it  represents  the  collective  efforts  of  all  segments  of  the  tloral  industry.  The 
PromoFlor  Organizing  Group  represents  growers,  importers,  and  wholesale  handlers  equally,  and 
it  received  input  from  retailers  and  other  related  segments  of  the  industry. 

2.  There  is  refund  provision  in  the  bill.  Through  the  use  of  an  escrow  mechanism  similar  to  that  used 
in  other  commodity  promotion  statutes,  refunds  would  be  provided  on  assessments  paid  prior  to  the 
referendum  on  the  PromoFlor  promotion  order  should  the  order  be  defeated. 

3.  The  bill  will  require  reconfirmation  referenda  whenever  requested  by  30  percent  or  more  of  the 
handlers  paying  assessments.  Also,  the  Secretary  of  Agriculture  will  have  discretionary  authority 
to  conduct  a  referendum  at  any  time. 

4.  It  is  our  intent  that  the  refund  provisions  of  the  bill,  patterned  after  the  language  of  other  statutes 
administered  by  USDA,  be  administered  so  as  to  ensure  prompt  payment  of  refunds  from  the 
escrow  account  once  it  is  opened  for  refunds  and  confidential  treatment  of  refund  information. 

5.  The  Secretary  of  Agriculture  will  have  the  sole  responsibility  for  appointing  members  to  the 
governing  body  of  the  program,  the  PromoFlor  Oauncil.  Appointments  will  be  made  by  the 
Secretary  from  the  nominations  submitted  by  the  industry  in  an  election  process  that  the  Secretary 
will  oversee. 

6.  As  noted  earlier  in  my  testimony,  the  bill  treats  imported  flowers  and  greens  with  complete  fairness; 
and  I  believe  the  bill  is  in  compliance  with  our  Nation's  trade  obligations. 

7.  As  required  in  the  USDA  Legislative  Guidelines,  the  bill  contains  a  provision  stating  that  no 
promotion  or  consumer  information  plan  or  project  under  the  program  can  make  use  of  unfair  or 
deceptive  acts  or  practices  with  respect  to  quality  or  value. 

8.  Similarly,  to  meet  the  USDA  Guidelines,  the  bill  will  prohibit  the  use  of  assessment  funds  to 
influence  legislation  or  governmental  policy  or  action,  except  in  recommending  to  the  Secretary 
amendments  to  the  order. 

9.  The  bill  includes  the  language  that  has  become  standard,  or  "boiler  plate",  language  in  all  recent 
commodity  promotion  statutes,  providing  the  Secretary  of  Agriculture  with  direct  enforcement 
powers,  including  the  powers  to  assess  civil  penalties  and  to  issue  cease  and  desist  orders. 

10.  TTie  bill  provides  that  assessment  funds  collected  under  the  PromoFlor  order  will  be  used  to  cover 
all  administrative  costs  incurred  by  USDA  in  implementing  the  legislation  except  for  the  salaries 
of  Government  employees  incurred  in  conducting  referenda. 

11.  Section  12  of  the  bill  gives  the  Secretary  complete  authority  to  suspend  or  terminate  the  PromoFlor 
program  whenever  he  or  she  determines  that  it  is  not  carrying  out  the  policy  of  the  legislation. 

In  summary,  I  believe  that  the  legislation  is  fair,  balanced,  and  sound  public  policy.  Since  the 
Association  of  Floral  Importers  of  Florida  supports  the  underlying  concept  as  well,  we  are  pleased  the  bill 
also  meets  the  Department's  rigorous  standards.  I  am  happy  to  join  the  others  at  the  table  with  me  to  urge 
you  to  act  favorably  and  expeditiously  on  H.R.  1738. 
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STATEMENT  OF  JEFF  BROTHERS 

President,  Monterey  Bay  Bouquet,  Inc. 


before  the 

The  Subcommittee  on  Specialty  Crops  and  Natural  Resources 

House  Committee  on  Agriculture 

May  12,  1993 


Good  afternoon,  Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  Jeff  Brothers,  President 
of  Monterey  Bay  Bouquet,  Inc.,  which  is  a  company  that  manufactures  floral  bouquets  and  is  located  in 
Watsonville,  California.  Also,  I  am  a  partner  with  other  members  of  my  family  in,  and  a  founder  of. 
Brothers  Brothers,  Inc.,  a  flower  growing  operation  also  in  California. 

I  appreciate  your  giving  me  the  opportunity  to  testify  today  on  this  important  legislation  for  the 
flora!  industry. 

As  a  wholesale  handler  of  flowers  in  the  bouquet  business,  my  operations  are  large  enough  that 
I  will  be  paying  assessments  to  the  PromoFlor  program.  And,  being  involved  in  the  large  producing 
operations  of  Brothers  Brothers,  I  have  to  evaluate  the  pros  and  cons  of  the  PromoFlor  proposal  as  it 
affects  U.S.  producers.  From  both  perspectives,  1  strongly  support  the  proposal,  as  embodied  in  H.R.  1738, 
and  urge  the  Agriculture  Committee  to  report  it  favorably  to  the  House. 

First  of  all,  I  would  like  to  comment  on  the  importance  of  the  floral  industry  to  U.S.  tloricuiture, 
and  thus  to  our  Nation's  agricultural  economy  generally. 

Industry  sources  estimate  that  the  U.S.  floral  industry  is  a  $12  billion  industry  at  the  retail  level. 
Currently,  more  than  45,000  acres  of  greenhouses,  shadehouse,  and  open  ground  are  devoted  to 
floricultural  production  in  the  United  States. 

And,  as  has  already  been  pointed  out  when  the  bill  was  introduced,  advancements  in  floriculture 
and  production  agriculture  go  hand  in  hand.  For  example,  Horiculture  first  developed  and  pert'ected 
automatic  irrigation  and  fertilization,  now  a  standard  practice  for  many  agricultural  commodities.  Trickle 
irrigation,  derived  from  greenhouse  watering  systems,  has  revolutionized  arid  climate  agriculture.  Further, 
floricultural  research  is  responsible  for  a  number  of  advancements  in  the  area  of  environmental  protection. 

By  helping  us  in  floricultural  production  to  develop  our  markets,  you  are  strengthening  an 
important  segment  of  the  overall  agricultural  economy. 

As  a  U.S.  floricultural  producer,  I  am  both  concerned  about  the  static  demand  in  recent  years  for 
my  product  but  excited  about  the  prospects  if  the  market  can  be  strengthened.  I  strongly  believe  that  the 
domestic  floral  production  industry  has  great  potential  if  the  right  steps  are  taken  to  lay  the  groundwork 
for  expanded  sales.  We  have,  I  believe,  the  resources  and  the  know-how  to  compete  fairly  in  most  areas. 

My  own  company.  Brothers  Bnathers,  realized  early  on  that  product  being  grown  in  Holland  and 
shipped  to  the  United  States  could  he  better  grown  in  California.  We  jumped  in  and  created  a  special  place 
in  the  market  by  growing  a  large  varietv  of  specialty  tlowers.  .And.  1  am  pleased  to  say  thai  many  other 
California  growers  have  followed  our  lead. 

But,  the  competition  tor  the  consumer  dollar  is  gKiwing  increasingly  tierce.  We  in  the  Horal 
industry  canrot  expect  to  expand  or  even  preserve  our  current  share  of  the  consumer  dollar  unless  we 
devise  a  way  to  provide  resources  and  programs  to  develop  our  market.  Further,  we  deal  in  a  perishable 
commodity  that  makes  us  even  more  vulnerable  to  market  swings.  Market  .stabiliziition  and  development 
elTons  are  rcallv  investments  in  the  future  of  our  industry. 
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The  problem  is  that  cut  flowers  and  cut  greens  producers  in  the  United  States  typically  are  small 
businesses.  We  are  not  big  enough  individually  to  implement  effective  promotion  programs  for  our 
product.  Thus,  there  is  a  need,  which  most  in  the  industry  see,  for  us  to  join  forces  and  act  together  in  this 
area.  With  a  collective  effort,  wc  believe  we  can  put  together  a  effective  coordinated  national  program  of 
generic  promotion  and  consumer  information  to  strengthen  markets  for  our  products. 

In  California,  we  have  already  started  to  make  that  investment;  we  recently  established  of  our  own 
state-level  promotion  program  run  by  the  California  Cut  Flower  Commission  and  paid  for  by  producers. 
This  program  is  designed  to  promote  California-grown  cut  flowers  to  the  industry. 

The  California  Commission  will  help  the  domestic  producers  in  our  State  get  their  share  of  an 
increased  consumer  market  What  we  are  looking  for  in  H.R.  1738  is  authority  for  a  coordinated, 
nationwide  program  to  develop  that  consumer  market,  paid  for  by  uniform,  across-the-board  assessments 
at  the  handler  level. 

1  am  pleased,  by  the  way,  that  H.R.  1738  specifically  provides  that  it  is  not  to  be  construed  to 
preempt  or  supersede  any  State  program,  such  as  our  California  program,  relating  to  cut  flowers  or  cut 
greens  promotion. 

Also,  1  would  point  out  that  producers  will  not  be  assessed  or  adversely  affected  by  the  operations 
of  the  program  under  H.R.  1738. 

The  assessment  under  the  bill  would  not  be  applied  to  producers,  but  to  the  handlers  who  sell  to 
retailers.  The  handlers  believe-and  1  wear  the  handler  hat  too,  as  President  of  Monterey  Bay  Bouquet-that 
they  will  be  unable  to  pass  the  cost  of  the  assessment  back  to  producers. 

Further,  the  way  the  assessment  process  is  designed  to  work  under  H.R.  1738  (to  be  appUed  at 
the  point  of  sale  of  product  from  the  handler  to  the  retail  florist,  producers  also  would  avoid  the  paperwork 
involved  in  the  program. 

Thus,  a  wide  range  of  producer  organizations  have  come  to  support  the  PromoFlor  legislation. 
These  include  the  California  Cut  Flower  Commission,  the  Colorado  Greenhouse  Growers  Association,  the 
Florida  Fern  Growers  Association,  the  Hawaii  Tropical  Flower  Council,  the  Northern  California  Flower 
Growers  &  Shippers  Association,  the  Santa  Barbara  County  Flower  &  Nursery  Growers  Association,  and 
Roses,  Inc. 

I  would  like  to  submit  for  the  record  with  this  testimony  a  complete  list  of  the  "Friends  of 
PromoFlor",  that  is,  those  organizations  that  support  the  passage  and  implementation  of  the  PromoFlor  bill. 
It  includes  not  only  the  producer  groups  1  mentioned,  but  wholesale,  retail,  and  importer  groups  and  wire 
services  also.  And,  these  groups  cover  geographic  areas  throughout  the  United  States. 

Mr.  Chairman,  as  a  producer  of  cut  flowers,  1  know  that  1  cannot  stand  by  passively  with  respect 
to  the  marketing  of  my  product.  If  1  am  to  survive  and  prosper,  my  markets  must  grow.  H.R.  1738,  the 
PromoFlor  bill,  will  provide  growers  like  me  an  effective  way  to  actively  and  aggressively  maintain  and 
expand  my  markets.  1  view  it  both  as  an  opportunity  and  a  necessity,  and  urge  the  Subcommittee  to  act 
favorably  on  it. 
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PromoFlor  Organizing  Group,  Inc.  Mayii.1993 

P.O.  Box  3495,  Annapolis,  MD  21403-0495        •       Phone  (800)  858-881 0        •         Fax  (41 0)  263-7642 


"Friends  of  PromoFlor" 

The  Floral  Industry  Supports  PromoFlor 

The  following  organizations  are  "Friends  of  PromoFlor." 

They  are  in  support  of  the  passage  and  implementation  of  PromoFlor 

as  a  national  promotion  order  for  fresh  cut  flowers  and  greens. 


American  Floral  Marketing  Council 

American  Floral  Services,  Inc. 

American  Institute  of  Floral  Designers 

Association  of  Floral  Importers  of  Florida 

California  Cut  Flower  Commission 

California  State  Floral  Association 

Colombia  Flower  Council 

Colorado  Greenhouse  Growers  Association 

Florafax  International 

Floral  Marketing  Association 

Florida  Fern  Growers  Association 

Florists'  Transworld  Delivery  Association 

Flower  Council  of  Holland 

Hawaii  Tropical  Flower  Council 

Illinois  State  Florists'  Association 

Michigan  Floral  Association 
Missouri  State  Florists'  Association 

Nebraska  Florists  Society 

North  Central  Florists  Association 

Northern  California  Flower  Growers  &  Shippers  Association 

Pennsylvania  Florist  Association 

Pennsylvania  Flower  Growers 

Redbook  Florist  Services 

Roses  Inc. 

Santa  Barbara  County  Flower  &  Nursery  Growers  Association 

Society  of  American  Florists 

State  Florists'  Asociation  of  Indiana 

Teleflora 

Texas  Floral  Endowment 

Texas  State  Florists'  Association 

West  Texas  New  Mexico  Florist  Association,  Inc. 

Wholesale  Florists  &  Florist  Suppliers  of  America 

Wholesale  Florists  of  Colorado 
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STATEMENT  OF  CHARLES  KREMP 

Owner,  Charles  F.  Kremp,  III,  Florist  --  Willow  Grove,  Pennsylvania 

on  Behalf  of 

The  Society  of  American  Florists  (SAF) 

and 

The  American  Roral  Marketing  Council  (AFMC) 


Submitted  for  the  Record  to 

The  Subcommittee  on  Specialty  Crops  and  Natural  Resources 

House  Committee  on  Agriculture 

May  12,  1993 

I  am  Charles  Kremp,  Owner  of  Charles  F.  Kremp,  3rd,  Florist,  located  in  Willow  Grove,  Pennsylvania. 
I  also  own  and  operate  three  other  florists  in  the  greater  Philadelphia  area,  and  sit  on  the  FTD  Marketing 
Committee.  1  have  been  active  in  the  floral  industry  for  35  years  and  have  organized  the  floral  decorations  for 
the  past  two  presidential  inaugurations. 

I  am  testifying  on  behalf  of  the  Society  of  American  Florists  (SAF)  and  the  American  Floral  Marketing 
Council  (AFMC). 

The  Society  of  American  Florists,  the  floriculture  industry's  national  trade  association,  represents  the 
interests  of  nearly  23,000  small  businesses  in  every  congressional  district  in  the  Nation.  The  Society's 
membership  includes  producers,  wholesalers,  retailers,  educators,  students,  and  affiliated  organizations.  Having 
been  chartered  by  an  act  of  Congress  in  1884,  the  Society  has  a  long  history  of  providing  marketing,  government 
relations,  and  business  services  to  its  membership. 

The  American  Floral  Marketing  Council  has  been  collecting  voluntary  contributions  from  retailers, 
wholesalers,  producers  and  suppliers  for  promotion  of  floral  products  for  over  24  years. 

Both  organizations  endorse  the  PromoFlor  legislation  and  support  its  immediate  implementation.  We 
see  this  program  as  having  direct  and  substantial  benefits  to  retail  florists  and  the  entire  industry  if  it  succeeds. 
We  believe  that  a  stronger  market  for  handlers  of  cut  flowers  and  cut  greens  U-anslates  into  increased  sales  to 
consumers  out  of  retail  floral  shops. 

This  is  especially  true  if  you  consider  that  87.3  percent  of  sales  by  wholesale  florists  are  to  retail  florist 
shops.  i\nd,  wholesale  florists  make  up  the  bulk  of  the  handlers  in  the  industry. 

In  addition,  we  note  that  under  H.R.  1738  the  handlers  have  taken  on  the  responsibility  of  paying  the 
assessment  themselves,  rather  than  trying  to  pass  it  back  to  producers  or  ahead  to  retailers. 

Further,  we  have  reviewed  the  legislative  proposal  in  detail  and  are  confident  that  it  will  create  an 
effective  and  cost-efficient  promotion  program. 

The  major  flowers  by  wire  services  support  the  legislation,  which  also  tells  us  that  it  is  retail  friendly. 
And,  as  my  friends  on  the  PromoFlor  panel  testifying  before  you  today  noted,  the  PromoFlor  Council  will  include 
a  retail  member. 

Mr.  Chairman,  for  decades,  the  American  Floral  Marketing  Council  has  been  creating  promotional 
campaigns  to  increase  the  everyday  sales  of  flowers  and  plants.  Published  research  statistics  from  the  Floral 
Index,  an  independent  floral  research  firm,  indicate  that  while  industry  sales  are  fiat  or  declining  in  some  areas 
of  the  country,  non-occasion  flower  sales  (AFMC's  area  of  specially)  continue  to  expand  as  a  percentage  of 
overall  sales-  increasing  from  42.3  percent  in  1990  to  46.5  percent  in  1991.  In  addition,  a  1990  Gallup  survey 
conducted  for  the  AFMC  showed  fiowers  to  be  the  number  one  gift  of  love  and  the  best  way  to  smooth  over  hurt 
feelings.  These  findings  were  confirmed  by  the  consumer  research  firm  Bruskin-Goldring  earlier  this  year. 

While  these  trends  are  positive,  the  American  Floral  Marketing  Council  has  seen  its  budget  decline  to 
a  point  that  there  are  not  enough  funds  to  effectively  reach  consumers  on  a  national  basis  in  today's  competitive 
marketplace.  That  is  why  wc  have  been  a  part  of  and  have  strongly  supported  the  PromoFlor  Organizing  Group 
since  its  inception  over  two  years  ago. 

Based  on  our  own  experience  in  promoting  llowcrs,  I  can  tell  you  that  AFMC  strongly  believes  that 
PromoFlor  is  the  method  of  funding  and  operating  effective  industry  promotion  of  cut  llowers  and  cut  greens  in 
the  future. 

Thank  you  for  allowing  me  to  submit  this  statement  to  the  Committee. 
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